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Wherever Business is, whether it be 


large or small, there will be found the 
Magazine of Wall Street and Business 


Analyst. 


Every other week the Magazine of 
Wall Street is read by Executives and 
Managerial Heads of businesses every- 


where. 


To make sure your advertising mes- 
sages get accurate cross coverage of these 
men use the Magazine of Wall Street 


and Business Analyst. 


For further information as to how we 


can profitably serve you, write to the 


Publisher.— 
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Resumed business recovery and accompanying business expansion, 
world rearmament and increased government spending have en- 
hanced investment opportunities considerably. They are open only, 
however, to those investors who have sufficient foresight to act now. 


Present action calls for a sound investment course—one which will 
permit you to take advantage of the profitable opportunities which 
are available at present—and over the important months ahead. To 
effectively do so, you will have to be thoroughly familiar with the 
quick succession of events in industry, politics and foreign affairs 
as they take on new and greater significance. . . . You will have to 
know specific investment opportunities as they are uncovered—and 
be equally aware of the securities which should be avoided. 


Maintain a Profitable Investment Course 
Through Continuous Guidance 


The Magazine of Wall Street will fulfill these essential requirements 
for you in 4 ways. 1. Our Staff of Security Specialists will analyze 
the profitable market leaders for you just as quickly as they uncover 
them—and will inform you of the less favorable situations. 2. We 
will keep you abreast of every investment in business and industry 
and foreign affairs, clearly interpreted in terms of their relation to 
you as an investor. 3. Through constant application of our regular 
market forecasts you will be able to determine the most appropriate 
time to buy or sell. 4, Our Personal Service Department will render 

you confidential advice by mail or 








wire on the securities you hold or 


Now—is the Time to Act! 








Free / Our 164-page handbook . . . ““TIM- 


contemplate buying. 


ING—When to Buy and Sell in To- 


day’s Markets,” by John Durand, the third large 


printing of which is now ready for free distribu- 


tion to new yearly subscribers. 


Consultation Privileges Through 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bonds (as many as three each time 
and as often as you wish). 
Stock 


Shares Price Paid 











T 
| 
| 








Fill in the Coupon 
below ... and mail it today! 


le Nd 


10-22 MPG 
The Magazine of Wall Street 


90 Broad Street, New York 


Enclosed find my remittance of $7.50 for which enter my subscrip- 
tion to The Magazine of Wall Street for one year—including free 
Personal Inquiry Service—and send me a copy of “TIMING, When 
to Buy and Sell in Today’s Markets.” 


PRCMIRO SS a Ssccth cMees CAN Bd te eae Cl aay aR ar ee res a ee oer tere a ra 


$7.50 in U. S., 
other countries. 


Canada, and Pan-American countries. $1 additional for all 











THE MAGAZINE OF WALL STREET OCTOBER 22, 1938 














p10 unper 10” — 


This oldest service in the Street has ini- 
tiated a WEEKLY BARGAIN BUL- 
LETIN specializing in stocks under 
$25. Early last June we pointed out 
the BARGAIN OPPORTUNITIES IN 
THE MARKET. 


And... 

on June 18 we selected 11 STOCKS 
FOR IMMEDIATE PURCHASE, 
PRICED TO TOTAL 131 FOR A 
SHARE OF EACH. THESE AD- 
VANCED WITHIN A FEW WEEKS 
TO 198, OR PRACTICALLY 50 PER 
CENT. AMONG THEM WERE NATL 
GYPSUM 6%; PHELPS DODGE 
19%; BARBER ASPHALT 15%; 
SPERRY 203%; UNITED ELEC COAL 
4%; AM STEEL FY 18%. A SHARE 
OF EACH COULD HAVE BEEN 
BOUGHT AT AN AVERAGE OF 1444 
AND AT THIS WRITING THEY ARE 
SELLING TO AVERAGE 26%, A 
GAIN OF 85%. The other five also 
advanced. 


We have now chosen 


TEN STOCKS UNDER $10 


that should do as well as the 11 
chosen June 18. 


Price of this Weekly Bargain Ser- 
vice for one year is $60, but to in- 
troduce it we offer 


ONE MONTH FOR $5 
PLUS 
THE “TEN UNDER TEN” 
LIST WE RECOMMEND 


Subscribe immediately to secure best 
results. 
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16 Beaver St., New York City 
Alfred T. Moore, Editor 
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Business Has Something Jo 


PvuBLic opinion toward business and 
its leaders has been in a curious 
state of coolness for a good many 
years. Combined with disappoint- 
ment that the promises of 1929 were 
unfulfilled, there is the feeling that 
many of our troubles could have 
been helped by more courageous, or 
more foresighted, or less selfish ac- 
tion on the part of the “big guns.” 
It is small wonder that millions have 
switched their faith to government 
regulation or other panaceas pushed 
by vociferous salesmen. 

The effect has long since gone be- 
yond the corrective stage and 
reached the point where industry 
at its aggressive and progressive best 
is actually handicapped. In Con- 
gress it has frequently been an evi- 
dence of political Quixotism to speak 
a kind word for the force that 


created our economy and our tax-roll. 

The situation is familiar enough, 
but you may not be fully aware that 
the worm has turned. Within the 
last few months single companies, 
trade associations and groups of 
various sorts have been joining in a 
growing movement to present their 
side of the case—what business is 
trying to do, what its success means 
to the public welfare. The strength 
of the movement is due as much to 
excellent timing as to the validity of 
its arguments. If the public was 
ever tired of baiting spectacles and 
mounting relief rolls, this is the time. 

The selling job has been well be- 
gun, too, in the moderation of its 
methods and claims. It is directed 
toward such persons as you, who 
must as a thinking minority crystal- 
lize your own opinions on a subject 


in order to make your weight felt. 
It is not necessary to wear a button 
reading “I Believe in Business” or to 
march in parades or write to your 
Congressmen. 

The psychological changes whieh 
creep over the nation are extremely 
subtle; we are sensitive to what those 
around us think. The thing to do, 
then, is to realize the purposes of this 
campaign and settle your own con- 
victions on the subject. Perhaps a 
company in which you are inter- 
ested has a plan to sell itself to the 
public. You will probably find that 
it deserves your approval and all 
possible support. Once acquired, 
public goodwill is something that 
can’t be burned down, blown up, 
mislaid or borrowed. It is an endur- 
ing asset. In other words, it is a 
good investment. 





* * 


IN THE NEXT ISSUE 


* * 


Third Quarter Statements — Fourth Quarter Prospects 


By Warp Gates 


Putting the Dow Theory to the Test 


By Frepertck K. Dopce 
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Courtesy Carnegie Illinois Steel Corp. 


The pace of industry is quickening as business confidence grows. 


In contrast to a year ago when swift decline prevailed, the. 
trend of business activity, spurred on as production of heavy 


goods increases, is toward higher levels during the final quarter. 
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A SPUR TO PROFITS ... Wars and threats of wars 
have set every nation of the world to the task of rearma- 
ment. The United States is no exception. It dares not 
be. The upbuilding of our national defense, on land, sea 
and in the air, will be a major objective of the Govern- 
ment for many months to come. In connection with the 
broad program now being formulated great sums of 
money will be spent, much of it directly by government, 
but a great deal also by private enterprise. The Presi- 
dent is expected to seek an increase of at least 25% for 
military purposes in the next budget which would mean 
almost a billion and a half dollars. At the same time it 
is hoped that the heretofore disdained utilities can be 
persuaded to expend almost a billion for the perfection 
of a great power system which by its interconnection 
will assure vital industries with a constant source of 
power, even though some units are destroyed. 

Of course all of this great expenditure will not be 
immediate—some of it will await the approval of Con- 
gress on the new budget; but there will be enough in 
coming months to materially swell the unfilled orders of 
aircraft builders, chemical and other explosive makers, 
steel companies, ship builders, a host of tool, instrument 
and accessory makers, electrical manufacturers, tractor 
and machinery builders. We shall have a spur not only 
to general business but to profits of many companies 
directly and indirectly involved. As might be expected, 
the stock market has already begun to anticipate the 
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The Trend of Events 


prospect. It will go further as the biggest armament 
program that this country has ever seen in peace time 
gets fully underway. 


LABOR OPPOSES PRICE CUTS ... It is significant 
and ironical that price-cutting in the steel industry—long 
advocated by the New Deal—is now bitterly denounced 
not by capitalist stockholders but by the steel workers’ 
union. Phillip Murray, chairman of the Steel Workers’ 
Organization Committee, verges almost on the hysterical 
in publicly stating that the steel industry is in a “terror- 
stricken condition” and in warning that “cut-throat com- 
petitive practices” in steel are leading the nation away 
“from the objectives of recovery and into a devastating 
economic tailspin.” 

Surely there is something wrong here! How can there 
be cut-throat competition in the one industry most 
often accused by the politicians of maintaining a mon- 
opolistic price rigidity which has retarded recovery? 

Although not foreseen by the Administration, it was 
inevitable, of course, that political pressure on rigid 
prices in major industries would sooner or later collide 
head-on with union labor’s objectives. Naturally, Mr. 
Murray has in mind that price-cutting and unsatisfactory 
steel earnings will strengthen the case for a reduction 
in the industry’s swollen hourly wage rates. 

Mr. Murray’s vision of an “economic tailspin” result- 
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ing from steel price cuts is, fortunately, much exagger- 
ated. The cuts are confined chiefly to steels used by 
the motor industry and were made to bring out volume 
orders. They contribute to the cause of general recov- 
ery and it is improbable that they are ushering in any 
protracted period of chaotic competition in steel. They 
will for a time reduce steel earnings, but rising volume 
will be an important offset—and when adequate volume 
is attained the steel price structure will most certainly 
be firm, if not above present levels. 


SENATOR IN SEARCH OF UTOPIA... Outlining the 
aims of the monopoly investigation in a recent address, 
Senator O’Mahoney, chairman of the Temporary Na- 
tional Economic Committee, spoke in words of reason 
and tolerance. After conceding that concentration of 
economic power in government may be as bad as, if not 
worse than, concentrated corporate power, he said: 

“If we must have a planned economy it must be 
planned by public authority, but perhaps it is not neces- 
sary to have it at all. Perhaps we can still find a formula 
which, in the basic industries at least, will eliminate the 
evils of destructive competition while securing an adjust- 
ment that may be expected to stabilize employment and 
mass purchasing power.” 

We would like to believe that the Senator’s committee 
can find such a formula—but since it would magically 
solve virtually all of our economic, social and political 
problems, it is not in human nature that it can be found 
under the democratic process. It is not a new effort. 
In this country our Government has been venturing in- 
creasingly into economic controls for fifty years, without 
contributing one whit to stability of employment or 
purchasing power. 

There are two reasons why Senator O’Mahoney’s words 
are less than completely reassuring. First, he is the 
author of a bill which would put all corporations under 
Federal licenses, the opening wedge for bureaucratic, 
political management of prices, wages, volume of produc- 
tion, etc. Second, he is only one of a committee of twelve 
men whose leanings range from moderate liberalism all 
the way to crack-pot radicalism. Collection of the 
facts will hurt nobody and may be worth while, but it 
remains to be seen whether this Roosevelt-conceived 
investigation of the workings of the capitalist system will 
really bring the facts to light or merely another assort- 
ment of opinions, prejudices, and Utopian plans. 


BEWARE OF TWO-PRICE SYSTEMS ... Secretary of 
Agriculture Wallace’s latest idea—to help solve the 
farm problem by attempting to stimulate consumption— 
is sound in principle, but will have serious, if not fatal, 
defects in operation. What is contemplated is a two- 
price system. The Government, suggests Mr. Wallace, 
will buy surplus farm products and sell them at low 
prices to the “bottom one-third” of our consumers or 
even the “bottom one-half.” 

If this venture in distribution is confined to people on 


relief, it means a higher standard of living for those par- 
ticular people at public expense—in other words a much 


increased Federal relief bill. Unless relief standards were 
radically raised—further reducing the incentive for any- 
body to get off of relief—the added consumption would 
not be sufficient to reduce farm surpluses materially. 

If low income consumers generally are brought into 
the scheme, a host of defects becomes instantly appar- 
ent. Will the surplus goods be sold through established 
retail outlets or will the Government set up its own 
stores? Since the vast majority of housewives would be 
drawn to bargain prices like flies to honey, how would 
the Government determine which consumers really 
qualified as low income people? The thing could be done 
only by distributing food cards—Russian style—after a 
horde of Federal investigators had pried into the affairs 
of virtually every consumer in the land. 

Unfortunately, it seems clear that Mr. Wallace has 
drawn another dud in the never-ending effort to find a 
farm remedy that will really work as planned. 





HOW TO KILL JOBS... On the public utility question 
the American people have been fed a superabundance of 
opinions—and too few facts. For instance, Mr. A. M. 
Beebee, general superintendent of the Rochester Gas & 
Electric Corporation, informs us that one ton of water 
has to fall one mile to provide the energy obtainable 
from one pound of coal. That being so, he asserts, it is 
“suicidal folly” to develop hydroelectric power in any 
country which has adequate supplies of coal—and the 
United States has enough coal to last 4,000 years. If 
every creek in the country were harnessed for water 
power, only 27 per cent of the country’s power needs 
would be supplied. 

Water power, adds Mr. Beebee, makes no jobs for 
miners, railroad men or truckers. On the contrary, 
every ton of coal displaced by water power costs a man 
a day’s work—and the Government’s hydro-electric 
program involves an annual loss of 338,000,000 days’ 
work, or the work of more than 1,000,000 men for fifty 
weeks of the year. 

We can not vouch for these statements. If true, they 
mean that after all of the debates, legislation and litiga- 
tion involving T V A and other Federal power projects 
the most pertinent facts have been left in the dark. 
If true, moreover, they mean that Mr. John Lewis and 
his miners’ union have been asleep at the switch while 
the New Deal hydro-power zealots killed more miners’ 
jobs than the Federal price control scheme for bitu- 
minous coal can possibly save. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 8. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, October 17, 1938. 
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BY CHARLES BENEDICT 


FAIT ACCOMPLI 


-_ is no sense in being stubborn and insisting on 
blindness. To fail to accept the facts in a situation is 
to be a fool. The wise man will recognize the truth and 
make his future plans in accordance therewith—and will 
not wait for miracles before he acts. 

We are living in strenuous times, with the fall of 
established empires and the rise of new ones taking 
place before our eyes. We must take cognizance of this 
fact. 

The mighty British Empire, tragically enough, ap- 
pears now to be in the final stages of the break-up—a 
process that was greatly accelerated by the World War 
which was fought to stave it off. 

It was when the definite signs of disintegration began 
to show up visibly some fifteen years ago that Japan, 
Italy and Germany, sizing up the situation, proceeded 
to lay their plans to carve up the Empire among them, 
each in accordance with their needs for territory, food- 
stuffs and raw materials. 

The political and economic 
disintegration in France fur- 
ther aroused and _ enlarged 
these ambitions. There were 
now two empires to divide— 
the French and the British. 
Wherever the _ triumvirate 
poked a finger it found a 
vacuum. 

Japan became more and 
more contemptuous — Ger- 
many more and more daring 
—Miussolini more and more 
certain. 

Today we must face the 
fact that Nazi Germany is 
master of Europe; that it does 
not seem likely she will per- 
mit either England or France 
to create any uncertainty 
about her new status. Just as 
the Allies foreed Germany to 
disarm in 1918, so Germany 
is already beginning to insist 
that any acceleration of a re- 
armament program in France 
and England will menace her 
position. And, what is more, 
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Shipping on the Danube—the great artery of trade 
between Germany and the states of Middle Europe. 


Hitler is powerful enough to impose his will. That does 
not mean that there will not be much further talk of 
rearmament and tremendous appropriations for rearm- 
ament by England; but it will, I believe, be mainly 
“conversation.” 

The England of today is not the England of twenty- 
five years ago. Then decisions were made by statesmen 
—today by politicians. At no time was Chamberlain 
ever considered more than a man of mediocre talents. 
His capacity is more suited to the demands of his pre- 
vious post, Chancellor of the Exchequer. Imagine that 
type of mentality at the age of 69, unable to speak Ger- 
man, dealing with Hitler through an interpreter on a 
matter of such vital importance to England! 

How can we expect such leadership to stand up against 
the vociferous and under cover German demands ready 
to be backed up by airplane bombardment of England 
—and a possible London in ashes? 

Very significant were the 
opening words of Winston 
Churchill in his broadcast: “I 
avail myself with relief of the 
opportunity of speaking to 
the people of the United 
States. I do not know how 
long such liberties will be al- 
lowed. The stations of un- 
censored expression are clos- 
ing down. The lights are 
going out.” 

The United States could 
not save the British Empire 
if it would, because the com- 
ponent parts of the Empire 
are only loosely tied together. 
The British Navy and British 
Army are no longer capable of 
protecting the Empire. What 
of Britain’s Navy if Japan 
attacked Australia which she 
covets—or the Nazis attacked 
Canada? In the latter case it 
would undoubtedly be the 
United States who would de- 
fend its northern neighbor. 

Then again, England can 

(Please turn to page 58) 
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Miarket Headed for N —_ Peaks? 


BY A. T. MILLER 


a a technical point of view the stock market’s rise 
from the intermediate low of September 26 through mid- 
October divides into two phases. In terms of the indus- 
trial average, more than three-quarters of the net 
advance to date on this movement was recorded in eight 
trading sessions following September 26—an explosive, 
straight line rise similar to that of late June. 

The next nine trading days—bringing us through 
Monday, October 17, as this analysis goes to press — 
saw not only a marked flatten- 


market’s technical health. Moreover, a full intermediate 
reaction was completed only some three weeks ago; and 
we do not seem far enough removed from the August 
high—either in time or points of advance—to suggest 
likelihood of another spot of real trouble at present. 
In the existing setting it is fairly simple to come to a 
rational conclusion as to what the policy should be for 
intermediate term traders who hold stocks bought at 
advantageous levels. That conclusion is that no positive 
technical selling signal has yet 








ing out in the slant of the rise 
but also a considerable change 


M. W. S. DAILY INDEX 


40 INDUSTRIAL STOCKS 


been given; and that additional 
average advance is_ probable. 





in the character of the specu- , 
lative leadership. Most of the 


The long pull trader or investor 





=e —— who completely missed both the 








industrial leaders prominent in 20¢;-— | 
the initial fast rebound have 
recently been unable to extend 
their gains significantly, and 


+ June-July affair and the recent 
movement also presents no seri- 
ous problem. The major trend 
being up, this individual should 
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while these have rested the 
speculative play has shifted in- 
creasingly to low price stocks in | 


PRICE RANGE 


commit at least a portion of his 
funds in sound industrials right 
now. 





general and to the public utility, 
copper and aviation groups in 
particular. 


It need hardly be said that 
while the lag between the time 
this analysis is written and the 
time it reaches the reader is 





A plausible case can be made 
out for these groups. The dove 
of peace is again reported hov- 
ering over the utility-New Deal 
battlefield; and since nobody 
knows whether the creature will = s eae 
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quite short, nevertheless it is not 
short enough to justify expres- 
sion here of any opinions as to 
quick-turn trading operations. 
This leaves for consideration a 
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really light this time or not, the owe 








somewhat knotty problem: to 





utility bulls, at least for the 
present, cannot be proven wrong. The price of copper 
has had a good rise. The aviations, of course, from time 
to time come in for periods of concentrated bullish en- 
thusiasm, usually overdone in relatively short time. The 
news background here is the word from Washington that 
our air armaments, among others, must be substantially 
strengthened — which will probably mean increased 
orders and profits for favored aircraft manufacturers 
sometime next year. 

Although we are not greatly impressed by the char- 
acter of the recent market leadership—notably the ab- 
normal volume of utilities—we see no reason as yet to 
become alarmed over the near term outlook. Of itself, 
a resting spell in industrial leaders, while secondary 
issues or groups take the spotlight temporarily, is not 
abnormal. While the particular stocks now attracting 
excited speculative buying can no doubt be considered 
as working toward a vulnerable technical position, the 
more sedate performance of the general run of indus- 
trials over the past fortnight has tended to preserve the 


wit, is it prudent to make new 
commitments for intermediate trading purposes after net 
advance of nearly 18 points in our industrial index in 
approximately three weeks time? 

We would not hesitate to give affirmative answer to 
this question if we were convinced that we have seen 
the start of the kind of sustained, largely reaction-free, 
advance that was experienced during most of 1935-1936. 
But we are not so convinced. Even though the major 
trend is unquestionably favorable and even though busi- 
ness activity by the end of this year will have shown an 
unusually fast advance from the depression low, we 
have an idea that the last opportunity to buy stocks 
at generally advantageous levels has not been seen. In 
short, while we concede that the visible evidence relat- 
ing to this conclusion is not very positive one way or 
the other at present, we are of the opinion that a run- 
away market between now and next spring is improbable. 

On the first leg of the bull market the Dow-Jones 
industrial index advanced approximatly 38 points from 
the low of May 31 and about 33 points from the level 
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The major and intermediate trends remain up but 


caution is advised in new intermediate purchases. 


We do not expect near term rise above 125-128 


zone in our daily index, or 158-163 Dow Jones index. 


of June 18. We are skeptical that the movement which 
began with the lifting of the European war cloud in late 
September will match that performance in points of total 
advance. In approaching the problem of new purchases, 
we think it prudent to assume that something like two- 
thirds of the probable maximum advance on this move- 
ment has been seen. While nothing more than minor 
technical difficulties are apparent at this writing, as we 
look ahead a bit we are more inclined to concentrate on 
the problem of timing intermediate selling policy than 
of intermediate buying policy. Specifically, it is our 
present opinion that this market is likely to run into 
plenty of trouble around, if not somewhat under, the 
125-128 range of our daily industrial index, which corre- 
sponds with, roughly, 158-163 Dow-Jones. 

This opinion has little or nothing to do with the cur- 
rent debate about “profitless prosperity” and the ques- 
tion of how many times net per share leading stocks 
are selling at. Of all market tools the price-earnings 
ratio is about the least useful. Whatever price-earnings 
ratios may be, the market is governed by well-defined 
technical habits—and it is not in the habit of concen- 
trating a full bull movement within the space of rela- 
tively few months. Assuming it can reach, say, 163 some- 
time within the next few weeks, that would mean a net 
appreciation of about 64 points in something like seven 
months, figuring from absolute low of March 31. In two 
years of sustained rise from March, 1935, to March, 
1937, the net gain was approximately 98 points. It would 
certainly seem optimistic to expect recovery of more 
than 67 per cent of the entire depression decline in seven 
months time. 


It should be emphasized that in taking a somewhat 
cautious view of the intermediate market prospect, there 
is no basis as yet for attempting to forecast either the 
timing or the scope of the next reaction of more than 
minor technical proportions. It is too early for even a 
guess as to whether there will be another 10 per cent 
intermediate reaction this year—that having been about 
the scope of the August-September slide—or as to 
whether technical correction of the present phase of 
advance can be had out of a smaller downturn. 

As measured by the trend of the Federal Reserve 
Board’s adjusted index of industrial production, the 
business outlook for the rest of this year appears similar 
to the movement in the fourth quarter of 1935. It is 
being widely forecast that by the end of the year this 
index will probably have climbed to 100, against 90 in 


September and depression low of 76 last May — the 


fourth quarter performance comparing with 1935 fourth 
quarter rise from 91 in September to 101 for the month 
of December. Such a gain is possible, assuming motor 
sales and output come up to present optimistic expecta- 
tions, but, of course, is not certain. So fast a rise, how- 
ever, would make further gain during the first quarter 
of next year virtually out of the picture. 

If we can assume a rise to 100 by December, indus- 
trial stocks at present are not as far out of line with the 
business trend as many observers suppose. For instance, 
the industrial average at this writing is less than 8 per 
cent above its best level of October, 1935. That differ- 
ence might be accounted for by greater hopes in the 
cumulative bank credit inflation and in the longer term 
recovery outlook than existed at this time in 1935. 
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Business Outlook After January 


BY JOHN D. C. WELDON 


; can be virtually no doubt that 
the remaining weeks of the year will 
bring substantial additional gains in 
business activity. Spurred by rising out- 
put of automobiles and continued gain 
in the volume of construction, the pace 
of the general recovery has quickened 
briskly during the past fortnight. It will 
not be at all surprising if the Federal. 
Reserve Board adjusted index of indus- 
trial production reaches 100 by Decem- 
ber, as compared with 90 for September 
and depression low of 76 last May. It is 
likely that the fourth quarter rise of 
this index will very closely approximate 
that of the final quarter of 1935. 

But what of the longer prospect? Are 
we seeing a temporary business boomlet 
or the beginning of a sustained recovery 
spiral comparable to that of 1935-1937? 





Can we expect the vigorous fourth quar- photo by Charles Phelps Cushing 


ter gain in business volume to be fol- 
lowed by an equally vigorous forward movement in the 
first quarter of the coming new year? 

These are questions to which business men and in- 
vestors are giving sober consideration. At this distance 
they can be answered only with reservation and quali- 
fication. While the outlook for the forepart of 1939 
appears generally hopeful, so far as present visible trends 
can be projected, there are some uncertainties in it that 
must be allowed for. 

In any realistic appraisal of the recovery cycle now in 
progress we must start with the premise that its major 
foundation is built of New Deal spending and bank 
credit inflation, much as was the foundation of the 
1935-1937 business expansion. The chief difference is 
that financial stimulation provided by the Government 
is being supplemented by more or less orthodox recovery 
forces in greater degree now than was the case in the 


early phases of the sustained 1935-1937 movement. 
Corporate new capital financing and private residential 
building are now at levels attained relatively late in the 
first New Deal recovery. 

Yet, however gratifying may be the current trends of 
corporate financing and private construction, the sum 
total of financial stimulation represented by private 
investment of capital is still decidedly sub-normal. 

Therefore, the primary questions in the longer business 
outlook are these: 

Will Government pump priming and Government- 
controlled credit inflation continue through 1939 or will 
this stimulation be tapered off rather promptly? If 
continued for some time to come, in what degree is it 
likely to be supplemented by private investment? If 
tapered off for political reasons, will private investment 
be sufficient to fill the gap? 
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The more these questions are pondered, the more ob- 
vious it becomes that the biggest element of uncertainty 
lies in the realm of the Government. It is not only that 
the Government is the question mark when we try to 
project the present New Deal “reflation” program. The 
Government is 2!so the question mark when we try to 
appraise the outlook for private capital investment, for 
none can doubt that the hopes and fears of investors 
and business men today are vitally influenced by govern- 
mental actions and policies. 

The outcome of the election, although not now sub- 
ject to any great doubt, may have a considerable effect 
upon capitalist confidence. A conviction—based on the 
composition of the new Congress—that the country had 
passed the crest of New Deal concentration of power 
and government-run-everything would, naturally, be 
conducive of increased private investment. 

But we cannot forget that control of the present pump 


failure of private investment to take over the load, espe- 
cially if in the meanwhile the Administration had con- 
tinued to discourage such investment as best it could 
through new tax proposals, new reform demands and 
so on! 

It is difficult to estimate precisely when peak economic 
stimulus in the public works-housing program will be 
reached, but it is to be doubted it can come before late 
next year. The Government deficit-financed contribu- 
tion to public purchasing power, however, relates more 
largely to WPA relief spending than to public works 
and the W PA has demonstrated the nimble flexibility 
with which relief rolls can be inflated in election years, 
deflated in off-years. Since it is a good bet that WPA 
rolls will be curtailed substantially during the first quar- 
ter, it may well be that the spring will see the peak in 
business stimulation that can be attributed to the Gov- 
ernment’s efforts. 

The start of the present business 





priming - credit inflation program 
lies with the Administration. This 
program was born of political 
necessity—the necessity of getting 
a recovery movement visibly under 
way before the voters went to the 


BUSINESS ACTIVITY 
IN FIRST QUARTERS of New Deal money, although 


rise was influenced more by antici- 
pation of future Federal pump 
priming than by actual outpouring 


more lately the relief spending and 





polls on November 8. With the 
election out of the way, the domi- 
nant political motives will shift. 


public works awards have mounted 
rapidly — with Federal-financed 
construction, indeed, at an all-time 





At no time in 1939 will the eco- 
nomic trend be a matter of urgent 
political importance. Mr. Roose- 


high right now. Similarly, antici- 
pation either of the maximum 
benefits of pump priming or of the 





velt’s desire to gain a third term 
or to name his successor in 1940 
will inevitably dominate Adminis- 
tration strategy and _ policies 
throughout 1939, as well as the 





beginning of tapering off can be 
expected to enter the reckoning of 
business men and investcrs some 
months before the event. 

Again, even though business 





maneuverings in Congress. 
While the writer makes no pre- 


probably will have little or nothing 
to fear from the new Congress, a 





tense of knowing what Mr. Roose- 
velt may or may not do, it seems 
reasonable to wonder whether the 


session of Congress is never a bull- 
ish factor and is often accompanied 
by enough uncertainty to consti- 





Administration desires to see a 
major business recovery in 1939. 
A strong 1939 economic expansion 
might be related, in the public 
mind, with New Deal losses in the 
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tute a restraining influence. A new 
tax bill is on the schedule, and tax 
changes beneficial to business are 
about as rare as hens’ teeth. 
Finally, the very speed of the 
fourth quarter business rise may 





Congressional election. Such a re- 
covery might increase the hazard 
of economic reaction in 1940. On 
the other hand, a fairly prompt 
tapering off of pump priming 
would have the political merit of 
preserving New Deal borrowing 
power for more urgently needed 
purposes in 1940. And if such 
tapering off should be followed by 
business decline along about the 
summer of 1939, it is quite possible 
to visualize Mr. Roosevelt making 
political hay out of that circum- 
stance. He could blame it on the 
failure of Congress to cooperate 
with him or to produce an effective 








justify a somewhat cautious point 
of view as to further gains in the 





first quarter of next year. As in 
the stock market, a steep rise in the 
business trend is usually followed 
by a flattening out of the slope of 
ascent; and if the rise be too steep 
and too concentrated, some reac- 
tion becomes not improbable. 
Thus, it is interesting—and per- 
haps significant—to note that in 








1935 the Reserve Board index ad- 
vanced 10 points from September 
to December, but did not equal the 
December figure at any time in the 
first quarter of 1936 and did not 











recovery program of its own; and 





better the December figure until 








once more he could point to the 
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/ Peak of Persecution by Taxation Appears Past 


Chain Stores On the Way Back 


BY J. S. 


F.. years the great chain store companies have been 
fighting a losing battle against punitive state taxes levied 
for the purpose of ending their growth and curtailing 
their competitive advantage over independent mer- 
chants. The most vital tax threat, however, lies ahead, 
for the Patman Bill—to be introduced in Congress early 
in 1939 with the support of strong lobbies—seeks to 
legislate all large chain store 


McCORD 


reality of economical distribution by the chains, well 
known by millions of consumers, the argument of the 
independent merchants—“Keep Your Money at Home; 
Patronize Your Local Merchant”—is quite feeble stuff. 
But the opposition to the chains has been effectively 
organized; public opinion favorable to them has been 
either unorganized or apathetic and the chains them- 

selves heretofore have done a 





systems out of existence. 
Representative Patman’s pro- 


poor selling job in public re- 
lations. 


posed levies are literally astro- 
nomical and confiscatory. If 
adopted they would put out of 
business such corporations as 
A. & P., Woolworth, Kroger 
Grocery, Safeway, J. C. Penney, 
Kresge and various others, al- 
though it is conceivable that the 
stores might possibly continue 
to operate through sale or lease 
to managers, with the present 
owning corporations being reor- 
ganized as wholesalers. 

But, fortunately for the long- 
suffering stockholders of chain 
store systems, the “if” confront- 
ing Mr. Patman’s legislation is 
a very big one and, by all pres- 


The Patman Bill, coming up before the 
next session of Congress, threatens literal- 
ly confiscatory taxation for chain stores, 
but the present odds are that it will not be 
adopted. Reflecting mounting protest of 
consumer groups, farmers and organized 
labor, the peak of discriminatory chain 
store legislation by states appears past. 


Nevertheless, the basic trend of profit 
margins for many chains is downward, due 
only partly to special taxation. Grocery 
chains are likely to remain under the most 
serious handicaps. Among individual chain 
store systems some of the most favorably 
situated are G. C. Murphy, J. C. Penney, 
Montgomery Ward and Sears, Roebuck. 


The frank and vigorous fight 
against punitive legislation now 
being made by the Great At- 
lantic & Pacific Tea Company, 
through advertising and other- 
wise, marks a new, and promis- 
ing, departure in chain system 
policy as to public relations—a 
policy of frank appeal to the 
pocketbook interest of consum- 
ers, chain employees and farm- 
ers which could profitably be 
followed by other great chain 
store companies. 

Even prior to favorable pub- 
lic response to the A. & P. cam- 
paign, however, there were signs 
that the tide had begun to turn. 





So far this year every new dis- 





ent signs, is steadily getting big- 
ger. The main support for the 
Patman Bill comes from organized independent grocers 
and druggists. On the opposing side the voices of con- 
sumer groups, farm groups and organized labor are grow- 
ing louder and louder. In a nutshell, the available evi- 
dence today indicates that the political attack on the 
chains has passed its crest; and the odds are that Con- 
gress will stop Mr. Patman’s latest attack in its tracks. 

The only strange thing about the improving political 
outlook for the chain merchants is that it has been so 
slow in developing. The chains owe their existence to 
the simple economic reality that they distribute needed 
goods with maximum economy and satisfaction to their 
customers—and their customers vastly outnumber inde- 
pendent merchants and others who have pocketbook 
reasons for fighting the chains. As against the practical 


12 


criminatory chain store tax pro- 
posed in state legislatures has been shelved. States in 
which such attempts failed include New Jersey, Massa- 
chusetts, Mississippi, South Carolina and New York. 
Repeal of the existing discriminatory chain tax in Colo- 
rado will be voted on in the November election, with a 
possible chance of elimination. In 1937 chain taxes of 
the graduated type were adopted in three states—Geor- 
gia, Pennsylvania and South Dakota—but turned down 
in eighteen states. 

It is quite evident that the less hostile attitude of 
state legislatures toward chains stems directly from the 
gradually crystallizing opposition of the public to meas- 
ures which would tend to increase the cost of living. 
The rising objection of organized farm groups to anti- 
chain legislation is of especial political significance and 
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has a double base so far as the chain grocers are con- 
cerned. On the one hand, the farmers desire to buy at 
low chain store prices. On the other hand, the grocery 
chains are a vitally important outlet for farm products 
and have cooperated effectively in moving surplus farm 
supplies into consumption. Mr. Patman will very likely 
hear plenty from the national farm organizations. 

On the judicial side, the Supreme Court has turned 
thumbs down on gross income chain store taxes. This 
method came into temporary prominence when chains 
began to circumvent taxes based on number of stores 
by eliminating some units and seeking to maintain vol- 
ume through larger individual outlets, including so- 
called super-markets. On the other side of the picture 
the Supreme Court has upheld state right to levy gradu- 
ated taxes based on number of stores and has also 
upheld the principle adopted in Louisiana of basing such 
taxes not on the number of stores in a given state but 
number of stores in the country. On this principle, for 
example, it would be Constitutional for California to 
collect from 125 J. C. Penney stores in that state gradu- 
ated taxes levied on the basis of 1,523 Penney stores 
operating throughout the country. Therefore, so far as 
judicial protection is concerned, the national chains still 
remain largely at the mercy of the state legislatures. 

Moreover, in any appraisal of the outlook for chain 
store merchandising it must be emphasized that dis- 
criminatory taxes, levied with a regulative purpose, are 
by no means the whole story. As a matter of fact the 
increase in recent years in legally unassailable taxes for 
revenue, including Social Security taxes, has taken a 
much heavier toll of chain store profits than have state 
taxes which can be classed as discriminatory. This ris- 
ing burden is, of course, common to all business enter- 
prise but it hits some types of chain store merchandis- 
ing, notably the grocery chains, with especial severity 
because unit profit margin, in the nature of this busi- 
ness, is at all times relatively narrow, so that any rise 
in costs, however moderate in relation to the huge vol- 
ume of trade handled, can mean a radical change for 
the worse in earnings. Higher labor costs, reflecting the 
aggressive unionization movement of recent years, have 
also played hob with profits of 
some chains, again notably so 
with grocery chains. 

To illustrate this point, First 
National Stores operates 2,350 
stores almost entirely confined 
to the politically conservative 
New England states and no- 
where in its territory is it sub- 
ject to any special or discrimi- 
natory chain store taxation— 
yet profit for the fiscal year 
ended last March 31 was 2.26 
per cent of sales as compared 
with 3.88 per cent in 1929. 
Otherwise expressed, this com- 
pany’s dollar volume of sales 
in its last fiscal year was some 
65 per cent larger than in 1929 
but net income was 6.4 per 
cent less than in 1929. 

Because it operates the huge 
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Courtesy Chain Store Age. 
A typical First National Store located in Milford, Conn. 
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total of 13,300 stores, the Great Atlantic & Pacific Tea 
Company is, of course, especially vulnerable to the mul- 
tiple-unit type of state taxation. Its report for the fiscal 
year ended last February 28 showed earnings about 46 
per cent lower than in the preceding year, although sales 
were down less than 3 per cent. Neither the new chain 
store taxes adopted last year in Pennsylvania, Georgia 
and South Dakota nor the increase in existing chain 
store taxes adopted by Minnesota and Montana during 
1937 were sufficient to explain this sharp drop in earn- 
ings. The company’s profit record for the past four 
years—by periods ending February 28—is as follows: 
1935, $16,708,000; 1936, $16,593,000; 1937, $17,084,000; 
1938, $9,119,000. Therefore, one can readily deduce that 
cost increases other than special chain store taxes ac- 
counted for the major part of the drop in earnings Jast 
year. Among the adverse factors higher labor costs, 
Social Security taxes and competitive pressure on profit 
margin were doubtless of major importance. 

Earnings of Safeway Stores in 1937 and of Kroger 
Grocery for the year ended last January 31 were down 
considerably, but much less sharply than those of A. & P., 
although all three are subject to the same general prob- 
lems. The fundamental picture for all major grocery 
chains is the same—a persistent long term decline in 
profit margins evident over the past seven or eight years. 
It is open to some question whether cessation of the 
political attack on chain merchandising would radically 
change this picture. Meanwhile the chronic unfavorable 
stock market action of grocery chain stocks should be 
sufficient warning to would-be buyers to leave them 
alone. In today’s rising market most are under 1932- 
1933 lows. 

In contrast the performance of leading variety chains 
since 1929 has been relatively favorable, although—with 
few exceptions—far from dynamic. Sales of Grant, 
Kress and G. C. Murphy last year were considerably 
above those of 1929; Woolworth domestic sales were 
slightly above 1929; while Kresge and McCrory Stores 
were a bit under 1929 in volume. In comparing earn- 
ings with 1929, these companies rank—in the order 
named: Murphy, Grant, (Please turn to page 53) 
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/ How much unnecessary taxes are you paying? 


y/ Are you getting the maximum deductions from losses? 


How to Reduce Your 
Income Tax Liability for 1933 


BY M. L. 


SEIDMAN, 


ous. 


(Income Tax Authority) 


1. is perfectly amazing to what extent security own- 
ers will permit their income tax bill to click up unnec- 
essarily throughout the year. For, to a much greater 
extent than is generally supposed, the security owner 
can control the size of his tax bill growing out of secur- 
ity transactions. To keep this tax bill down to a mini- 
mum, he needs to understand but a few elementary prin- 
ciples regarding the treatment of capital gains and losses 
which are now a part of our income tax law. 

The law itself looks and sounds complicated. But, its 
application to particular transactions is not very dif- 
ficult. At least, it will certainly be worth the effort of 
any taxpayer to understand these provisions if he has 
any size income at all. Unless he does grasp these prin- 
ciples, the tax consequences to him may, on occasions, 
be well nigh disastrous. 

Getting down to cases, therefore, let us take the one 
of Jones who owns, among other securities, 600 shares of 
United States Steel common. His average cost is $65 
per share. He has just sold 100 shares at 65, and to his 
way of figuring, since he has exactly broken even, he 
has no gain or loss to bother with. Actually, Jones is, 





Schedule of U. S. Steel Stock Owned by Jones 


When No. of Cost If Sold at 65 


Time Owned Bought Shares Price Loss Gain 








More than 2 years.. 1931 100 100 $3,500 
1932 100 25 $4,000 
Less than 2 years 
but more than 
18 months ..... 1936 (Nov. 100 50 1,500 
1936 (Dec.) 100 75 1,000 
Less than 18 months 1937 (Aug.) 100 100 3,500 
1938 100 40 2,500 
[ay ee 600 65 $8,000 = $8, 











14 


of course, right; but from a tax angle, he has never been 
more wrong in his life. For, while to him, every share 
of Steel common he owns is the same as every other 
share of Steel common he owns, Uncle Sam has a dif- 
ferent way of looking at it. 


How the Tax Collector Sees It 


Investigating a bit into Jones’ purchases, it develops 
that he bought the 600 shares of United States Steel 
common at six different times, each in 100 share lots, as 
is shown by the schedule on this page. 

The way Uncle Sam looks at it, Jones has here six 
separate and distinct pieces of property, each represented 
by a separate stock certificate. These certificates might 
as well represent stock ownership in six separate and 
distinct companies so far as the tax collector is con- 
cerned. Now, of course, if these were in fact stock cer- 
tificates of six separate companies, Jones would not 
dream of averaging their cost in order to arrive at the 
amount of taxable gain or loss when any one of them is 
sold. The first principle for Jones to remember, there- 
fore is that it is the cost of each separate purchase that 
counts. Average cost is in no way a factor in figuring 
taxable gain or loss from the sale of any part of these 
600 shares. | 

Viewed from this angle, it will be seen by referring to 
the schedule, that on the first sale of 100 shares of 
this stock, Jones, through the mere velection of a given 
certificate for delivery, has the choice of taking a loss 
ranging from $1,000 to $3,500, or a gain ranging from 
$1,500 to $4,000. 

At the same time, he also has the choice of delivering 
stock which he has owned for varying periods of time, 
hence subject to varying tax rates. For, our present 
law lays down three “time” yardsticks based upon the 
period of ownership prior to sale. Securities owned for 
more than two years take one classification. Those 
owned for less than two years but for more than eighteen 
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months take another classification, and those owned for 
less than eighteen months take still another classifica- 
tion. Gain or loss resulting from sale of securities falling 
in the first two classifications are known as “long term” 
gains or losses. Those falling in the third classification 
are known as “short term” gains or losses. The sched- 
ule presented on the opposite page accordingly sub- 
divides Jones’ holdings of Steel common into these three 
classifications. 


Tax Effect 


If Jones should deliver the certificate representing the 
stock bought in 1931 or in 1932, the ownership period 
in both cases being more than two years, he will be 
required to include in his tax return only half the gain 
or he will be allowed only half the loss. But in any 
event he need not pay more than a 15 per cent tax on 
the gain, and he will not be allowed a tax saving greater 
than 15 per cent of the loss. 

As to the two 100 share lots he bought in 1936, the 
period of ownership being less than two years but more 
than eighteen months, the percentage of gain or loss to 
be recognized is 2/3 instead of 1% and the tax limitation 
is 20 per cent instead of 15 per cent. And, as to the 100 
share lots bought in 1937 and 1938, since the period of 
ownership is less than eighteen months, so that the use 
of either certificate would create a “short term” tran- 
saction, the tax on the $2,500 gain which would result 
from delivery of the 1938 stock would be figured at full 
normal and surtax rates while the loss of $3,500 resulting 
from delivery of the 1938 stock would be figured at full 
only to the extent that there has been similar gain real- 
ized from the sale of other capital assets. If there be no 
such gains, Jones could get no tax benefit from this loss 
this year. He may, however, get some benefit from it 
next year by using it as an offset 
to similar gains in that year in an 
amount however not to exceed 
the amount of his 1938 net in- 
come. If there be no such short 
term capital gains next year, he 
will never get the benefit of 
this loss for tax purposes. 


Choice of Stock Certificate 


If Jones has already estab- 
lished some short term capital 
gains, before the present sale of 
the 100 shares of Steel and if 
he is in the high surtax brackets, 
so that the tax on such gain al- 
ready will be costly to him, he 
will now certainly want to de- 
liver that certificate which will 
result in a short term capital 
loss to be used as an offset to 
the gain already established. 
The only certificate showing 
that result is the one represent- 
ing his 1937 purchase. Simi- 
larly, if Jones has already es- 
tablished a short term loss with 
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no offsetting gain, he will now want to deliver the cer- 
tificate representing his 1938 purchase. This will reduce 
the loss by $2,500 and will, to that extent, accomplish 
the deductibility of the loss which would otherwise not 
be deductible. 

If Jones already has estabiished a short term loss and 
he has an unrealized short term gain which, if realized, 
could be used to absorb such loss but he does not care to 
sell for business reasons, he can nevertheless sell to es- 
tablish such a gain for tax purposes and immediately re- 
purchase the stock sold. For instance, if the amount of 
such a loss were, say, $2,500, Jones could deliver the 100 
shares of Steel represented by the 1938 purchase. This 
would show him a $2,500 gain to offset the loss. He 
could then immediately repurchase 100 shares of Steel 
and thus maintain his position in this stock. Such a 
transaction is not a wash sale. A wash sale is present 
only where a loss has been established. Here a gain has 
been established. Jones is not required, therefore, to 
wait a thirty-day period before repurchase as would be 
the case if this were a wash sale. 

Since on stock held more than eighteen months, losses 
need not be offset by gains in order to result in tax 
benefit, Jones may very well decide to deliver one of the 
certificates showing him such a loss. That would mean 
using the stock acquired either in 1931 or in 1936. Both 
of these show long term losses. Delivery of the 1931 
stock would result in a maximum tax benefit of 15 per 
cent of $3,500. Delivery of the 1936 stock would result 
in a maximum tax benefit of 20 per cent of $1,000. 

Which of the six certificates Jones should deliver in 
this transaction, and how he shall be guided with regard 
to other transactions will thus depend upon the amount 
of his probable total taxable income this year, the surtax 
rates he is subject to, the amount and nature of capital 
gains or losses already established, the amount and nature 
of capital gains or losses he expects to 
establish between now and the end of 
the year, the (Please turn to page 54) 
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New Age of Power 


Diesel Engines Rapid Adaptation to New 


Uses Means Broadening Markets 


for Several Manufacturers 


BY EDWIN A. BARNES 


iii proof that the diesel engine has_be- 
come a rapidly growing industry is to be found in the 
accompanying sales chart. Since 1932 the diesel engine 
has forged ahead literally by leaps and bounds, resulting 
in an almost perpendicular rise in the sales curve. Total 
horsepower sales last year set a new high record at 
nearly seventeen times the 1932 volume and almost five 
times greater than the total for 1928, the previous peak 
year. This experience may safely be set down not 
merely as a normal recovery from a serious business 
depression but as concrete evidence that the diesel 
engine has during the past several years been accepted 
on an increasingly wider scale as an efficient and reliable 
source of motive power. In short, the diesel engine is 
going places—and in no uncertain terms. 

Probably ten years ago not one person in ten, if asked, 
had anything but the vaguest idea of what a diesel 
engine was, in fact probably never heard of it. Today, 
most people are at least aware that there is a diesel en- 
gine and that it uses a heavier and cheaper fuel than gas- 
oline. Many people have been made diesel-conscious by 
evil smelling buses which are operating in various cities 
throughout the country; others have seen them at work 
in farm tractors, road building and other forms of heavy 
construction work. More dramatically than any of these 
uses, however, the diesel has impressed itself on public 
consciousness as the engine which has supplanted the 
steam locomotive on numerous new streamlined pas- 
senger trains. Although this impression is not literally 





Union Pacific. 


true—the more familiar steam locomotive being far from 
obsolete or on the way out—streamliners have probably 
done more to publicize diesel power than any other 
single development. 

The growing importance of the diesel engine has been 
further impressed upon the public by the nation-wide 
publicity given to the announcement early this year 
that General Motors had equipped an entire new plant 
for the building of a complete line of small diesels, or 
“power packages.” Previously the company had iden- 
tified itself with diesels, as one of the foremost builders 
of large and medium size units. 

All of which has doubtless left the impression that 
diesels are something new. Quite the contrary. Rudolph 
Diesel obtained his first patent in 1892 and manufac- 
tured his first unit forty years ago. Diesels have been 
accepted in Europe and many of them have been in 
active service for some years. This was because the 
diesel’s major selling point—economical operation—ex- 
erted much stronger appeal abroad than in the United 
States. 

The diesel owes its rugged economy to its greater 
thermal efficiency and relatively low fuel consumption. 
Unlike the gasoline motor which requires an electric 
spark to ignite the fuel charge, the piston of a diesel com- 
presses air; this generates a great amount of heat and, 
with the piston close to the top of its stroke, there is 
injected into the superheated compressed air, a vapor- 
ized charge of oil which is (Please turn to page 19) 





Allis-Chalmers. 


THE MAGAZINE OF WALL STREET 











oe a A eek oe ee ee Oe 








m 
ly 
er 


Dr- 








SSTeeerter 





An Open Letter to Our Readers. . . 





Making The Magazine As You Want It 


It is the primary objective of THE Macazine oF WALL 
STREET to have each issue afford the maximum in timely 
interest and value to investors and businessmen. In 
striving toward this end the Editorial Staff is naturally 
guided by such comments and suggestions from readers 
as reach us through correspondence or through word of 
mouth. But if we are to render the fullest service we 
need a still larger measure of readers’ reactions and 
desires. So, in accordance with our custom, we once 
again ask for an expression of your likes and dislikes, 
and an indication of how we may make the Magazine 
conform to your requirements. 


Conditions have changed in many respects since we 
last consulted you. Political factors play a larger part 
in all business and investment. Significant reforms have 
made their appearance in industry, in the exchanges 
and in many other divisions of the financial and eco- 
nomic structure. The nature of security markets has 
changed and the interpretation of them, in order to 
achieve the maximum success in speculation or invest- 
ment, requires a different technique. 


We have kept pace with such fast-moving events, and 
the consequent changing needs of readers, by the intro- 
duction of several new features in recent months. Our 
Business Analyst section with its interpretive statistics 


is one of them. Do you find it useful? Do you use all 
of it? Would you prefer to see these eight pages devoted 
to something else? 


More recently we established The Stockholders’ Guide 
for the consideration of such subjects as: “The Small 
Corporations vs. The Large” and “Proxies”. To meet 
the demand for more technical market studies, Frederick 
K. Dodge is continuing his discussions in the new de- 
partment, “As the Trader Sees Today’s Market.” The 
Investment Clinic has been inaugurated, and For Profit 
and Income has been revamped. 


These are a few of the innovations which can be 
expanded, contracted or changed to your order. The 
same is true of several other departments or types of 
articles. 


You will be helping yourself by having the Magazine 
give you the subject matter that you want if you will 
use the ballot form below to express your views. Please 
check on it the features that you find most interesting 
and helpful. Use the back for special comments and 
suggestions. Tear it out and mail it today. 


Your cooperation in this regard will be greatly appre- 
ciated by 


—The Editors. 


TEAR ON THIS LINE AND MAIL TO THE MAGAZINE OF WALL STREET, 90 BROAD ST., N. Y. C. 


/ CHECK THE FEATURES YOU FIND MOST INTERESTING 


COMPREHENSIVE SECURITY ANALYSES 


Two to four page analysis of one 
company. 


WHAT'S AHEAD FOR THE MARKET 


INDUSTRIAL PROSPECTS 
With position of each company 
in an industry in tabular form. C] 


By A. T. Miller. CJ 


THUMBNAIL SECURITY SKETCHES 
Giving only salient facts on the 
issue and its prospects—two or 


three to a page. Market. 
BONDS AND PREFERRED STOCK AS | SEE IT 
Analyses and suggestions. : CJ Charles Benedict. 


STOCKHOLDERS’ GUIDE C] 


OCTOBER 22, 1938 


SPECIFIC SECURITY SUGGESTIONS 


Getting the most out of your in- 
C] vestments—intermediate term and 
speculative possibilities. C) 


TECHNICAL MARKET STUDIES 
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ignited. The fuel used in diesel operation is similar to 
furnace oil and is much less expensive than gasoline. 

There are, however, several reasons why American 
industry, traditionally alert to adopt any method or 
process which promises increased efficiency and greater 
economy, has been comparatively slow in accepting the 
diesel. For one thing American engineers have developed 
the use of steam, electricity and gasoline for motive 
power to a high state of efficiency. For another the 
cost of coal and gasoline in the United States is much 
less than it is in Europe; our reserves of coal and oil 
are greater; and they are much more accesible to con- 
sumers. Then too the initial cost of a diesel engine is 
much greater than that of a gasoline or steam installa- 
tion. The greater weight per horsepower of the diesel 
has also been a factor in retarding its growth here, as 
has also the factor of less flexibility in certain classes 
of installations. 

Not unmindful of these various conditions diesel en- 
gineers are constantly seeking refinements and improve- 
ments and thus far have attained a fair measure of 
success. The average weight of a diesel engine has been 
cut from 300 to 400 pounds per horsepower to less than 
20 pounds for light high-speed service. The average 
gasoline motor for the same type of installation weighs 
only slightly less. The gasoline motor, however, still 
has the advantage of greater flexibility of acceleration 
and retardation in operation. To achieve the same re- 
sults with a diesel would require the use of an electric 
drive—practical but costly. 

Nevertheless, engineering efforts have not been with- 
out avail. The diesel sales curve proves that. With the 
present diesel both lighter and speedier it has become 
adaptable to many types of installations which previously 
were closed to it. However, to state the case for the 
diesel engine fairly, it must be admitted that it is still 
a specialized type of equipment. For some classes of 
installation it is ideal, for others the older sources of 
motive power still have a decided edge. This does not 
mean necessarily that the future possibilities are limited 
or that the growth factor is circumscribed, but it does 
mean, that for the present at least, the diesel industry 
must be evaluated in terms of its natural fields, not in 
terms of diesel automobiles, huge fleets of diesel loco- 
motives, or the immediate outmoding of other forms of 
motive power. 

Diesel installations may be divided into four major 
classifications, automotive, stationary, marine and rail- 
road, in the order of their importance based on horse- 
power sales in 1937. 












DIESEL SALES 








THOUSANDS OF HORSEPOWER 





1935 °37 


Leading Diesel Manufacturers 


Waukesha Motor 
American Locomotive 
Atlas Imperial 
Worthington Pump 
National Supply 


Caterpillar Tractor 
Fairbanks, Morse 
General Motors 
Cooper-Bessemer 
Hercules Motors 








Of the automotive classification, tractor installations 
last year accounted for by far the major portion—81.5 
per cent or about 975,000 horsepower. Truck installa- 
tions contributed 17.9 per cent, or about 215,000 horse- 
power and buses less than 1 per cent or about 10.000 
horsepower. 

Not only did tractors account for the lion’s share of 
automotive installation last year, but they led all other 
types on installations as well. Moreover, it appears 
likely that tractors will continue to afford the most 
effective demand for diesel power, at least for the time 
being. The potential farm market is tremendous, hav- 
ing been appreciably enlarged by the introduction of 
low cost tractors and combines and the substantial price 
reductions recently made by leading farm equipment 
and tractor manufacturers. 

The possibilities for the future growth in the use 
of diesel power in the other (Please turn to page 56) 
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Fairbanks Morse. 




















BY E. K. T. 


Election results will have the greatest influence in 
shaping course of New Deal and of business during next 
two years. Considerable conservative gains are gen- 
erally predicted; question is how big and their effect. 


Republican gains in House are conservatively esti- 
mated at 40. This is the number of normally Repub- 
lican districts in which Democrats won narrowly in 1936 
and Republican registration is high. With Roosevelt 
not on the ticket Republican chances are excellent. 
Another 40 districts are doubtful; local issues and per- 
sonalities and a ground swell of reaction may swing 
many of these to G.O.P. column. Most dopesters figure 
Republican House gains between 50 and 70. 


Seat turnover in numbers will not tell the story. Even 
with gain of 100 Republicans could not control the 
House. But with substantial gains they, plus non-New 
Deal Democrats, could block or modify important ad- 





WASHINGTON SEES 


Sizeable Republican gains in November 
election. 


Opposition to New Deal much larger in next 
Congress. 


Farmer discontent the imponderable elec- 
tion factor. 


Relief in politics brewing trouble. 


Wage-hour law heading into appalling con- 
fusion. 


Monopoly study thoroughly controlled by 
friends of business. 


Trade associations getting a break. 


Business getting more popular. 
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ministration bills. More important may be defeat of 
certain New Deal favorites in House. Most significant 
of all: a respectable Republican gain, say 50 House seats, 
will indicate a decline in New Deal’s general popularity 
which will embolden middle-road Democrats to line up 
with conservative element of their party and vote against 
radical and anti-business administration proposals. One 
thing is certain—there will be fewer rubber stamps 
in the 76th Congress. 


Senate changes are less important than House. Re- 
publicans stand to gain about five seats with three or 
four more bare possibilities, leaving them still hopelessly 
in minority, though several good New Dealers will be 
displaced. But story of Senate attitude was told in pri- 
maries when nine anti-court-packing Democrats won 
renomination. While many of these are liberals by most 
standards they have successfully defied the President 
and the wrath of his partisans. The next Senate will be 
controlled by relatively conservative Democrats. 


Farm revolt is biggest uncertain election factor. New 
Deal opposition among farmers is growing but its result 
on voting can’t be measured in advance. Some think 
thousands of former Republican farmers will swing back 
this fall, defeating many Democrats and scaring others 
of F. D. Rs coat tails. That this has administration 
worried is shown by Wallace’s frantic efforts to readjust 
his farm program. 


Spending program will not be checked much by loss 
of New Deal strength in next Congress. Relief, public 
works, pensions, lending, farm subsidy and especially 
national defense, all are supported by big groups and 
general demand for economy will not be strong. Will 
also be fear that sudden cut in spending rate would stop 
business recovery. 


Relief in politics will be big issue. Investigating com- 
mittee is vigorously collecting evidence of political in- 
fluence over WPA workers, under righteously deter- 
mined Senator Sheppard of Texas, nominally pro-New 
Deal but recently snubbed by Roosevelt. He promises 
to make disclosures embarrassing to several adminis- 
tration Senators and may even challenge seats of 
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Barkley and others. One certain result is 
that Congress will not vote the administra- 
tion another blank check for relief but will 
specify its use and definitely prohibit poli- 
tical influence. 


Business legislation will be more temperate next year. 
Roosevelt's current abstention from attacks on business 


is probably a passing phase, dictated by campaign 


Wage-hour administration is badly split 
internally over question: can Administra- 
tor issue regulations and interpretations of 
the statute beyond those sections express- 
ly giving him that authority? Andrews 
thinks this power inherent in any regula- 
tory law. His attorneys differ, citing Con- 


exigencies and desire for pre-election recovery, but 
whatever his business attitude next January Congress is 
certain to scrutinize all proposals from standpoint of 
effect on business and will not tolerate business-baiting. 





gressional lauding of court enforcement 
and lack of administrative discretion as 
proof such power was intentionally denied. Breakdown 
of wage-hour law is foreseen if complete reliance for 
interpretations is made on courts because of delays 
and lack of uniformity in lower court decisions. Some 
suggest courts may refuse to assume this essentially 
administrative function. Then Andrews’ pleas for co- 
operation would be futile and he would lose his favor- 
able press. Breakdown would be blamed on_ business, 
with bad political reaction. Thoughtful executives feel 
if law is to fail it should fail on merits rather than bad 
administration. 


Appalling confusion will reign throughout industry 
when wage-hour law takes effect October 24 unless 
Administrator undertakes to make at least advisory 
interpretations in considerable detail, competent observ- 
ers predict. Dozens of terms in the law need defining 
as to application to specific problems and_ borderline 
occupations. Cooperatively-minded employers will be 
perplexed and chiseling competitors will take advantage 
of delays of getting final court rulings. 


Monopoly study leaders have so won confidence of busi- 
ness executives that some feel it may prove best thing 
that ever happened to business since it will permit busi- 
ness to tell its story objectively and will head off radical 
reform ideas— probably the opposite result of that 
anticipated by those who sold Roosevelt the idea. Inves- 
tigating committee is somewhat split, but those who 
want to rush out with pet theories are in minority. Some 
members even want to suspend all anti-trust cases dur- 
ing investigation and prevent references to past viola- 
tions in order to reassure business and start with a clean 
slate. Some would study government’s actions affecting 
business such as anti-trust policies, purchasing, tariffs, 
subsidies, political pressure — but this might prove too 
embarrassing. 


Trade association executives are delighted they are the 
first object of monopoly committee study; say this is 
recognition of their importance and gives them chance 
to show valuable contributions of trade associations to 
national economy since returns to their questionnaire 
will form basis for first interim report to Congress. Will 
also uncover many racketeering associations and aid the 
legitimate trade association movement by separating 
sheep from goats. 

rather than 


Recalcitrant businessmen government 
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witch-hunters form greatest danger to cause of business 
in the monopoly investigation, in opinion of many indus- 
try leaders. Frank disclosure of practices will be treated 
as routine study material but refusal to cooperate will 
bring special attention. Balkers will be subpoenaed, 
investigated, and used as examples. 


Thurman Arnold can’t wait for long economic study to 
evolve new policy of business regulation, nor will he 
suspend anti-trust enforcement. He knows what he 
wants and will press court cases, and after each decision, 
won or lost, will use that case as illustrating how Con- 
gress ought to amend the law. 


Conservative trend is growing rapidly throughout the 
country, industrial executives believe on basis of careful 
observations. Business is getting more popular. Whether 
or not this shows up markedly in fall elections, it is 
counted on to influence legislation and administration’s 
attitude toward business problems. 


Railroad financing is being studied by S E C ostensibly 
as part of monopoly investigation, but some suspect 
SEC is trying to show up ICC, to demonstrate it is 
“Wall Street-minded” and has not handled its super- 
vision of financing in the public interest; possibly angling 
to have rail financing supervision transferred from I C C 
to SEC. Alleged hostility of White House to IC C for 
its refusal to follow administration wishes is cited to 
bolster this suspicion. 


Farm machinery investigation will be reopened by Fed- 
eral Trade Commission at behest of monopoly commit- 
tee. Recently completed report was criticized as uncov- 
ering little which is new or could form basis for court 
or legislative action, as showing mainly that smaller 
companies follow price leadership of big ones. New 
probe will dig deeper into fundamentals, attempt to 
show underlying economic reasons for uniform prices 
and policies in the industry. 


Bank criticism for failure to extend more credit to busi- 
ness has diminished greatly, and while there will be a 
strong demand in next Congress for new machinery 
to supply more intermediate-term working capital to 
smaller business units administration officials are show- 
ing greater interest in various proposals to permit pri- 
rate capital to take the lead with minimum of govern- 
ment supervision and financing. 
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Goodrich Prospects Brighten 


Despite Recent Deficits, Earning Power 


Already Shows Signs of Betterment 


BY CYRUS G. V. WHITE 


a common was one of the big disappoint- 
ments of 1937. When the stock crossed 506 early in the 
year its price seemed justified from saiuy number of 
angles—earning power, corporate worth, prospective 
dividends, long-term outlook znd _ brilliant immediate 
future. Net income in 1936 had been by far the best 
since 1929 and the uptrend had accelerated right after 
the turn of the year. Looking back it is still hard to be- 
lieve that the company could have shown a net loss as the 
final result for 1937 and that the stock was to drop to 10 
before the slump was ended. 

That is what happened, though, and in the explanation 
of the fall lies the key to the Goodrich future. If there 
is some deep-rooted disability to withstand a slump 








Photos in this article courtesy Goodrich Co. 
Fresh from vulcanization, the vital process in rubber manufac- 
turing, a tire is being removed from the mold. 


22 





(Goodrich was the only major rubber company to show 
a loss for last year) then it is important that it be un- 
covered before another occurs. If vulnerable only to 
certain combinations of circumstances, such as heavy in- 
ventories and falling rubber prices, then the danger 
spots should be known in advance, so that the risks can 
at least be appreciated when present. Or was 1937 such 
a freak year that it can be forgotten and Goodrich 
can be relied upon to take up the threads of its prog- 
ress from this point without fear of another serious 
interruption? 

The answer is not simple. Like all rubber companies 
and to a greater degree than several of its larger com- 
petitors Goodrich is at the mercy of raw material prices 
whenever they fluctuate widely. Cotton has not been 
troublesome in recent years, nor has sulphur or carbon 
black or zine oxide, but these are all minor compared 
to that stormy petrel of the commodity markets—crude 
rubber. It is as if the proposition were made to a 
builder: “Nine months from now we shall probably want 
some houses, a good broad assortment, completely fin- 
ished, and when the time comes we shall want them 
badly. We realize that the demand for houses may 
slump meanwhile and that if it does building materials 
will probably be worth only half what you are paying 
for them today. In that case we shall not need the 
houses. You can keep them until demand picks up 
again. Nevertheless, if you want the business you must 
buy your materials now and start building immediately. 
Otherwise labor trouble or a sudden rush in your busi- 
ness might interfere with having them ready when 
wanted.” 

The essential difference between the rubber industry 
and a bed of roses is fairly obvious. When crude rubber 
ran up to 24 cents a pound last year, Goodrich had to 
keep buying ahead, no matter how certain the manage- 
ment may have been that such a price was too high. 
Theoretically it should be possible to hedge rubber pur- 
chases by selling equal quantities in the futures market, 
but in actual practice the market has not the size and 
breadth to allow the major companies full hedging 
facilities. 

An alternative to hedging is to exercise a rigid. control 
of both raw material and finished products inventories. 
At the first sign of a falling off in demand stop buying 
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First rubber factory to make its headquarters in Akron, the main plant of B. F. Goodrich Company now covers 165 acres. 


and stop manufacturing. Even this is a poor sort of 


remedy, unless inventory turnover is exceptionally rapid 
and manufacturing processes short, without need for 
providing against large sudden demands. Goodrich, 
however, with its business divided normally 40 per cent 
in mechanical and miscellaneous rubber goods and the 
balance half in original equipment tires and half in re- 
placement tires, is in no position to contract inventories 
on a moment’s notice. The mere multiplicity of items 
manufactured—over 32,000—would work against a flex- 
ible policy, and in a year like 1937 the insistence of 
original equipment customers that tires must be made 
well in advance for their cars puts the company more 
than ever in the power of its inventory. 

There is a bookkeeping expedient which has certain 
things to recommend it. When business gets good and 
prices advance it may be assumed arbitrarily that in- 
ventories are over-priced and earnings may be penalized 
by deducting periodic amounts to go into a reserve for 
inventory fluctuations. Then when prices fall the raw 
materials and manufactured products on hand may be 
written down to the market out of the inventory re- 
serve without material effect on the current income 
statement. Whether one chooses to think that this re- 
sults in under-stating earnings in good times or in over- 
stating them in bad, or both, the method at least has 
the effect of leveling off the more violent fluctuations in 
prices. It is still a paper gain though; the basic facts of 
the business are the same in either case. 

At any rate, Goodrich wound up last year with a 
profit of $4,774,355 after charges but before inventory 
writedown. After deducting the writedown, which 
amounted to $5,652,935, the profit had become a net loss 
of $878,580 before preferred dividends which amount to 
over $2,000,000 annually. In addition to the contribut- 
ing causes already noted, the Robinson-Patman Act 
necessitating a shakeup in a number of large contracts 
had its share in bringing about the rapid drop in sales 
which froze the company’s position and prevented satis- 
factory earnings entirely aside from the inventory losses. 

Considerable space has been devoted to the weak spots 
of 1937 in order not only to locate them for 1938 and 
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1939 but to get a better idea of the elements of strength 
lying in the future. Goodrich, in the first place, is emi- 
nently successful as a manufacturer of rubber products 
when conditions are normally favorable. It lacks its 
own rubber supply, even partial, and will in all likeli- 
hood never attain indifference to soaring and swooping 
crude prices, but given any degree of stability in this 
respect it can show respectable profit margins and main- 
tain its share of volume. 

Of all the rubber companies, none is more alive to the 
necessity for research and development. It is a fact of 
which we are only occasionally aware that the tire indus- 
try has been building up an enormous quantity of good 
will for itself, but at its own expense. Tires are cheaper 
and they wear far longer, not to mention the freedom 
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One of 32,000 Goodrich products, surgical gloves are here being removed from the 


forms on which they are manufactured. 


from annoying punctures and frequent blowouts. That 
is fine for the car owner and half-consciously he gives 
the makers credit. They, however, are fully aware that 
their improved product is a hindrance to replacement 
sales, with many an owner turning in his car for a new 
one and a new set of tires before the old rubber is fully 
worn out. Profit margins are naturally slimmer on sales 
of original equipment to the motor manufacturers, so 
that not only are fewer tires sold per mile of travel but 
the trend is away from the high-profit unit sales and 
toward the relatively less remunerative mass contracts. 

Against this trend the rubber companies have fought 
with rare intelligence and foresightedness, not by ob- 
structing progress in tire-making but by encouraging it 
in other uses of rubber. Many unsuspected uses for it 
have been found in the car which now wears its tires so 
much longer. Goodrich has extended its research beyond 
the usual functions of motor suspension and insulation 
against noises and shocks with its Nukraft upholstery 
filler. Pigs’ bristles coiled and coated with rubber form 
a resilient cushion with a life for all practical purposes 
unlimited. Trolleys, subway cars and buses are now sus- 
pended in rubber, with Goodrich pioneering and going 
so far as to develop a rubber insulated steel wheel. 

In the heavier industrial uses there is the new method 
of bonding rubber to metal, which makes possible rubber 
springs but also has brought rubber tank linings, partic- 
ularly useful in the steel industry where continuous-strip 
pickling tanks are used. A new belt-splicing method is 
mobile enough to be used at the scene of fitting the belt, 
and a new heat-resistant rubber opens the way to many 
applications only recently out of the question. Goodrich 
has brought to the point of practical usefulness a rubber 
strip for highways which takes the place of the former 
materials, with no need of maintenance and full efficiency 
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in allowing for the expansion and 
contraction of the concrete. 

Another product which seems to 
have interesting possibilities _ is 
known as Koroseal. Applied to pa- 
per it forms a strong, waterproof, 
completely sanitary and_ odorless 
wrapper for foodstuffs or any num- 
ber of other articles. The same sub- 
stance applied to fabric makes 
excellent raincoats, already being 
manufactured. It is unnecessary to 
go further in the list—rubber chemi- 
cals, rubber ink, flexible rubber 
putty, a seal for a 27-foot valve 
which holds three million pounds of 
water back in a reservoir—to under- 
stand that Goodrich is determined 
not to be left behind as the indus- 
try grows steadily in importance. It 
is not difficult to visualize the time 
when tires will be only a small frac- 
tion of total output, and Goodrich 
should benefit as much as any from 
the change. 

The labor problem has been diffi- 
cult these last few years and Good- 
rich has had its full share of troubles, 
with Akron a particularly vulner- 
able spot. The situation looks better now, however, 
partly because of growing experience on the part of both 
management and unions on how best to settle their dif- 
ferences and partly because public opinion has become 
quite definitely unfavorable to methods which block 
business and make for unemployment. It would be too 
much to hope for complete tranquility over the next 
year, but the chances are that future troubles will be 
minor compared to those of the past. 

In still another way conditions have improved, and 
that is the ability of the industry to go through a set- 
back without demoralizing price-cutting. We have had 
an excellent test of resistance to what was at one time 
the bane of the tire industry, with results completely 
satisfactory. Heavy overhead is a constant temptation 
to keep up volume regardless of prices but the tempta- 
tion has been stoutly resisted in recent months without 
insistence upon rigid and artificial pricing policies. 

Crude rubber prices have recovered strongly from the 
lows of earlier this year, vet the movement has at no 
time been a runaway one and the present level of around 
17 cents per pound is considered rather sound. If any- 
thing there might be some further strengthening of the 
price as the rubber production quota of 45 per cent suc- 
ceeds in reducing stocks month after month. The most 
reasonable forecast at this time, however, is the one most 
favorable to Goodrich—a steady price with minor fluc- 
tuations not far above or below present levels. 

Any attempt at forecasting at the moment involves 
the larger question of where general business will go 
from here. Another slump would have its effect on 
rubber consumption and prices, on mechanical and in- 
dustrial uses for rubber and of course on the automobile 
companies, largest individual tire customers. Although 
Goodrich inventories at mid- (Please turn to page 56) 
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Leaders in the New Recovery Phase 


Industrial Issues for Investment and Speculative Purchase 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Johns-Manville Corp. 


Diversified Building Supplies 


1938 High 1938 Low Recent Price 
1112 58 mH 


As one of the foremost manufacturers of a wide variety 
of building products, Johns-Manville Corp. at this time 
faces a more promising outlook than at any time in many 
months. Despite the rather drab 


lies the greatest potential demand for new homes. 

Principal products of Johns-Manville Corp. include 
roofings, sidings, wallboards, insulation material, ete. 
The company also manufactures industrial products such 
as brake linings, packings and _ insulating materials. 
Normally, however, from 60 to 75 per cent of total sales 
are contributed by building materials. 

The company’s only capital liability ahead of the 
850,000 shares of common stock is 75,000 shares of 7 per 
cent preferred stock. Last year with sales of some 

$60,000,000 an increase of $11,- 





showing of most basic industries 
thus far this year, the building in- 
dustry has continued to forge 
ahead and at the end of Septem- 
ber the cumulative total of resi- 
dential contracts was only 7 per 


Selected Stocks 


For Participation in Recovery Cycle 


271,380 over 1936, the company 
showed a net profit of $5,541,- 
844, or the equivalent of $5.80 a 
share. The sharp slump in 
building activity which began in 
the last half of 1937 was car- 


i Recent ” : Sia 
cent under last year. New con- ee Quotation ried over into the initial quarter 
tracts awarded in the third ‘nese Ward - of the current vear, with the re- 
c ontgomer GPG 2. nce eceene : 

quarter were 30 per cent ahead . 7 sult that the company operated 
of 1937. Further substantiating Westinghouse Electric ........ 120 at a loss. Some improvement in 
the vigorous recovery in build- Libbey-Owens-Ford ........... 57 the June quarter permitted a 
ing activity is > ff i -ofi F $214,578, reducing 

ng ictivits is to be found in ME neces awe 88 profit of $214,578, reducing the 
FHA figures on accepted mort- oe = net loss for the first six months 

Sep eee ie * tona (CHEE 2... ee ee eee bo = 
gages, which during the past tina to less than $25,000. In the cor- 
seven months increased 43 per Monsanto Chemical .......... 100 responding period of 1937, earn- 
cent over the same period last St. Joseph Lead ............. 48 ings were equal to $3.00 a share. 
vear. However, it s > re- , Judge by any reasonable 
Towever, it should be re ee ee WW Judged by any — rea ona rle 
membered that there is likely to standard, Johns-Manville Corp. 
be a considerable lag between tli at a ete ” shares at recent levels around 111 
the issuance of a permit or the Minneapolis Honeywell Reg. .. 87 are not undervalued. Yet, over 
awarding of a contract and actual CETTE (es 4l a long period of time the market 
construction and the purchase of , . has been willing to place a sub- 

I ‘ Union Carbide . 22. 6. cece. ce 88 : 1 willing to | 


materials. For this reason, sales 
and earnings of Johns-Manville 


stantial premium on the shares in 


recognition of the company’s 





Corp. are likely to have the 
benefit of increasing impetus imparted by accumulated 
demand, in the months to come. 

Particularly significant, was the recent announce- 
ment by the company’s chief executive officer that the 
building industry is prepared to place on the market in 
the near future a $3,000 house which can be paid for at 
the rate of $30 per month. Full details have been vir- 
tually completed and the entire building industry has 
been organized to support the idea. In this price range 
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deminant position in a major in- 
dustrial field. Moreover, with a modest capitalization, 
the company has adequately demonstrated its ability to 
show substantial earnings under reasonably favorable 
conditions. It is entirely within the realm of possibility 
that the building industry, as a whole, will provide the 
vital spark in the latest recovery cycle and if such proves 
to be the case it follows that the shares of Johns-Man- 
ville Corp. will provide one of the most satisfactory 
mediums for investment participation. 
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Anaconda Copper Mining Co. 
Leading Copper Producer 


1938 High 1938 Low Recent Price 
41s 21 41 


A progressive improvement in the statistical position 
of copper metal, reflecting curtailed production and ris- 
ing consumption, has permitted a series of price advances 
to recent levels of 1144 cents a pound. This combina- 
tion of favorable developments promises to have a 
salutary effect upon earnings of Anaconda, the largest 
copper producing unit in the world. 

Anaconda’s own or controlled mimes have an annual 
productive capacity estimated at about 570,000 tons of 
copper, of which approximately two-thirds is represented 
by its foreign mines. The company’s subsidiary, Ameri- 
can Brass Co., is the largest copper fabricator in the 
world, and the company does an extensive customs 
business in its smelting and refining plants. With these 
diversified interests, Anaconda has a broad stake in 
general industrial activity in this country, where mined 
production is entirely taken by owned or affiliated fabri- 
cating units. Demand for the company’s foreign pro- 
duction has been aided by armament programs of the 
leading foreign powers. 

The price of copper is the dominant factor in deter- 
mining earnings of Anaconda, and over a period of 
years, wide fluctuations have been the rule. In the first 
six months of the current year, the company, suffering 
the disadvantages of restricted domestic consumption 
and low copper prices, reported a net profit of only 
slightly more than $4,000,000, or the equivalent of 46 
cents per share on 8,674,338 shares of common stock. In 
the corresponding months last vear, the equivalent of 
$2.21 per share was shown, while for the full 1937 year, 
the common stock showed earnings equivalent to $3.62 
a share. With the benefit of increased production and 
higher prices, the company’s earnings in the final six 
months should show an appreciable improvement and 
for the full current year net may be equal to $1.00 or 
better per share of common stock. The company has 
recently stepped up production and with demand likely 
to be favored by continuing business improvement, 
which promises to carry through well into 1939, the price 
recovery scored by the company’s shares would appear 
to have been well founded. As a speculative venture, 
predicated upon extended business improvement in the 
months ahead, the shares of Anaconda Copper would 
appear to have definite merit. 





Inland Steel Co. 
Low Cost Producer 


1938 High 1938 Low Recent Price 
89/2 5614 88 


To Inland Steel Co. goes the distinction of being one 
of the most efficiently operated and consistently prof- 
itable units in the entire steel industry. On more than 
one occasion, the company has been able to operate at 
a profit, when practically all of the other major steel 
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units were showing sizable losses. Inland Steel is the 
second largest producer in the Chicago area, with an 
estimated annual capacity of 2,800,000 tons of steel in- 
gots. Output of finished steel is well diversified to include 
both the heavy and lighter lines of steel. 

Last year, with net sales of $110,744,037, Inland Steel 
Co. reported net income of $12,665,317, or the equiva- 
lent of $8.05 a share for the common stock. The com- 
pany showed a net profit margin of 11.4 per cent, the 
second highest in the industry, while earnings per ton 
of ingot capacity were the largest in the steel industry. 
Last year the company spent over $23,000,000 for addi- 
tions and improvements and at the end of 1937, current 
assets, including over $17,000,000 in cash items, totaled 
$52,327,198, while current liabilities were only slightly 
more than $10,000,000. 

Although the company’s current earnings were sharply 
lower, this showing was better than that made by the 
steel industry as a whole. In the first six months, net 
of $2,058,173 was equal to $1.30 per share, comparing 
with $8,187,157, or $5.20 per share in the corresponding 
period of 1937. Last year, total dividends amounted to 
$5 per share and thus far in the current year payments 
have been maintained at the rate of 60 cents quarterly. 

Holding a firmly entrenched competitive position in 
the important Chicago steel area, it is unlikely that 
Inland has suffered any material disadvantage as a result 
of the change in basing points effected throughout the 
steel industry earlier this year. Moreover, the company 
being one of the lowest cost producers, is likely to be 
less adversely affected by the recent reduction in steel 
prices. Not the least of Inland’s advantages is a modest 
capitalization, total funded debt amounting to $52,900,- 
000, while there are outstanding only 1,573,000 shares of 
common stock. All of which suggests Inland Steel shares 
as probably one of the more conservative vehicles for 
obtaining a stake in the highly volatile steel industry. 





St. Joseph Lead Co. 
Foremost Domestic Unit 


1938 High 1938 Low Recent Price 
48/2 252 48 


It is fairly safe prediction that St. Joseph Lead Co. 
will show substantially better earnings in the final half 
of the current year than in the first six months, when 
net of $46,184 was equivalent to only 2 cents a share. 
Since then, however, lead prices have risen, demand has 
picked up noticeably, and large surplus stocks have been 
materially reduced. 

St. Joseph Lead Co. is the largest domestic producer 
of lead, together with smaller quantities of zinc, cad- 
mium, gold and silver. The year 1937 was the best for 
the company since 1929. Net profit of $7,127,945 after 
taxes, depreciation, depletion, etc., was equivalent to 
$3.64 a share on the 1,975,680 shares of stock which 
comprise the company’s entire capitalization. Total 
dividends paid last year amounted to $2.50 a share and 
payments this year have been at the rate of 25 cents 
per share quarterly. Financial position of the company 
is excellent. At the end of last June, current assets, in- 
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cluding cash items of more than $2,500,000, totaled 
$11,864,082, while current liabilities were only $2,127,173. 

Supplying two important basic metals, the outlook 
for St. Joseph Lead is directly related to that of business 
as a whole, but more specifically to prospects for such 
major industries as building construction, automobile 
and public utility. Enlivening the company’s prospects 
are the more promising outlook for the automobile in- 
dustry and the cumulative upturn being displayed by 
building construction. More recently, sentiment in the 
public utility industry has undergone a definite change 
for the better, giving rise to the increasing hope that 
this important consumer of basic materials will have 
sufficient confidence in the future to undertake large 
scale expansion of facilities, which has been deferred for 
some time. Admittedly high in relation to recent earn- 
ings, the shares of St. Joseph Lead, if any reasonable 
portion of the company’s potentialities are realized over 
the months ahead, nevertheless should provide a genu- 
inely profitable speculative medium. 





Libbey-Owens-Ford Glass Co. 
A Stake in Motors and Building 


1938 Low Recent Price 
2314 57 


1938 High 
581/s 


Libbey-Owens-Ford Glass Co. is the pioneer in the 
development of safety glass for use in automobiles and 
at the present time the company is credited with sup- 
plying the major portion of the safety plate glass used 
by the automobile industry. Together with Pittsburgh 
Plate Glass, Libbey-Owens-Ford produces about 85 per 
cent of the safety glass, 93 per cent of the plate and 
70 per cent of the window glass used in the United 
States. For the most part. however, the company’s 
earnings tend to conform with the volume of automo- 
bile production and sales. Products are used by Ford 
and other manufacturers and the company has a con- 
tract to supply all General Motors’ glass requirements 
up to September, 1941. Next in point of importance as 
a consuming outlet for the company’s products is the 
building industry. As is pointed out elsewhere, not only 
has the building industry displayed unusual vitality in 
the face of a general business slump. but the outlook 
for the building industry at this time is more prom- 
ising than it has been for many months. With both the 
automobile and building industries poised for a substan- 
tial measure of recovery, Libbey-Owens-Ford has a 
double-barrelled opportunity to record an appreciable 
upturn in earnings from this point on. 

Last year, the company’s net income established a 
new high record, the total of $10,518,918, comparing 
with $10,379,538 in 1936. Applied to the 2,508,380 shares 
of capital stock outstanding, net last year was equal to 
$4.19 a share, comparing with $4.14 and $3.26 per share 
in 1936 and 1935, respectively. Reflecting the common 
experience of other companies dependent upon activity 
in the automobile and building industries, earnings of 
Libbey-Owens-Ford slumped severely in the first six 
months of the current vear, when a loss of $421,880 was 
shown, as compared with net income of $5,631,469 in 
the first half of 1987. Notwithstanding current losses, 
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dividends have been maintained at the rate of 25 cents 
per share quarterly, a policy justified by the company’s 
exceptionally strong financial position. Results in the 
final six months should show considerable improvement 
and from a somewhat longer range viewpoint, the com- 
pany will have the benefit of a 9 per cent increase in 
the area of safety glass being used in new automobile 
models now beginning to make their appearance. The 
company’s success in popularizing a newly developed 
double window pane as an insulating feature in home 
construction may also bring important contributions to 
earnings. At recent levels around 57, the shares are still 
selling some 20 points below their 1937 high and the 
possibility that they may again duplicate the latter 
figure holds interesting speculative promise. 





Monsanto Chemical 
Fast Growing Chemical Unit 


1938 High 1938 Low Recent Price 
101% 67 100 


Aside from the speculative possibilities attendant upon 
expansion of the company’s earning power in the months 
ahead, the shares of Monsanto Chemical have much in 
their favor from a purely investment standpoint. Even 
in an industry where continued growth and development 
of new products and processes has come to be the rule 
rather than the exception, Monsanto Chemical Co. has 
been outstanding. In the past decade, the company has 
grown from a comparatively small chemical unit into one 
of the foremost companies in the industry, through the 
medium of a well conceived program of expansion. To- 
day the company accounts for an extensive list of both 
heavy and fine chemicals used by such widely diversified 
industries as food, pharmaceutical, plastics, rubber, paint, 
steel, dye stuffs, ete. Since 1929, earnings have more 
than doubled. Net of $5,162,511 last year was equivalent 
to $4.40 a share on 1,114,388 shares of common stock, 
after preferred and subsidiary preferred dividends. In 
1936 net was equal to $4.01 a share. 

Capitalization as of June 30th, last, consisted of 50,000 
shares of $4.50 preferred stock, $1,940,000 preferred stock 
of the company’s British subsidiary, and 1,241,816 shares 
of common stock. Although both sales and earnings 
were subjected to the influences of the slump in general 
business in the first six months of this year, the com- 
pany’s position would seem to assure it prompt and 
substantial participation in the business recovery now 
under way. Net of $1,162,551 in the first six months was 
equal to 89 cents per share, contrasting with $2.49 per 
share earned in the corresponding period of 1937. Al- 
though the decline in profits this year involving the 
acquisition of going concerns and the successful develop- 
ment of new products was substantial, this should be re- 
garded as “water over the dam,” for if the company’s 
past experiénce continues to prove a reliable precedent. 
sarnings recovery from this point on may well attain 
substantial proportions. Total dividends paid last year 
amounted to $3.00 a share and have been maintained at 
the rate of 50 cents quarterly. Recent quotation 100 
compares with the 1937 high of 10714. 
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Third Feature in a New Series of Interest to Traders and Investors 


The Stockholders Gude 


Selecting Market Leaders 


vd | 
T doesn’t move!” 

This is an oft-heard lament of traders and investors— 
a disgusted wail that is heard even in roaring bull mar- 
kets. Of course, it is usually exaggerated. When the major 
market trend is upward, almost all stocks will move— 
and move up—to some degree, sooner or later. But it 
does illustrate the fact that sound selection of individual 
stocks is only slightly less essential to successful invest- 
ment or speculation than is correct judgment as to the 
direction and timing of the major swings in the general 
market cycle. 

Shrewd selection becomes increasingly important as a 
bull market works out of the first fast phase of general 
advance into the traditional second phase of more grad- 
ual, more orderly and more discriminating advance. 
It is not vet clear that the market has actually reached 
this second phase—a quiet, unspectacular, sustained 
upward pull such as was seen during much of 1935 and 
1936—but it appears a safe conclusion that at least the 
easiest part of the initial recovery in values has been 
seen. 

This means that the “cats and dogs” which doubled 
in short order on the rapid June-July uprush cannot be 
relied on to repeat as the market settles down to realistic 
appraisal of earnings trends—although many stocks of 
scant merit will again show temporarily huge percentage 
gains when, at a time now out of sight over the horizon, 
we reach the third, final, most optimistic and most dan- 
gerous phase of the bull movement. 

It need hardly be said that in common stock selection 
a veritable host of factors needs to be considered. As a 
starting point, however, it is essential to have one simple 
guiding principle and that is this: over any reasonable 
period of time the market action of any stock will in- 
evitably reflect the buying and selling of persons who 
know more about it than the average investor or specu- 
lator can learn, no matter how carefully he examines 
earnings statements, balance sheets, etc. The composite 
market opinion on any equity is usually sounder than 
any individual opinion is likely to be—and is often 
sounder than the quite honest opinions of high-placed 
insiders. Therefore, search the market itself for tips in 
selection. Pick stocks that are “acting well,” then check 
into them as best you can. Conversely, if you think— 
on the basis of independent judgment—that stock A is a 


more promising buy than stock B, check your conclusion 
against the market’s own verdict. 

What constitutes “acting well’? 
technical measures of appraisal and the answer presents 
much latitude for judgment and common sense. More- 
over, the answer is not the same for every purpose. 
A stock of no merit whatever may temporarily act well 
enough—coming out on the tape in large volume at rising 
prices—to serve the purposes of nimble quick-turn 
speculators who trade in and out from hour to hour. 

For longer term speculative and investment purposes, 
momentarily good, or poor, tape action may have little 
or no significance. Similarly, percentage rise from ex- 
treme low offers scant guidance, for it is usually greatest 
in low price stocks and seldom carries any strong impli- 
cation of continuance. On the other hand, valuable 
clues can often be had by measuring a stock’s perform- 
ance against its previous best performance, against the 
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performance of other stocks in its group and against 
the performance of the market as a whole. Let us em- 
phasize that this is no substitute for independent judg- 
ment, but merely a convenient device with which to 
supplement judgment. 

For example, one may note that the rubber tire stocks 
as a group have recovered a substantially greater per- 
centage of their total bear market decline than has the 
industrial average. The reasons for this can readily be 
found in such economic factors as the price trend of 
crude rubber, inventory positions, sales trend, etc. 
Looking at the individual equities in this group, one 
notes that Lee Rubber has had its own bull market, 
rising above the highest quotation reached in the 1933- 
1937 bull movement; that United States Rubber, at its 
recent high, had recovered 64 per cent of total bear mar- 
ket decline; Goodyear, 50 per cent; Goodrich, 40 per 
cent; and Firestone, 36 per cent. As compared with the 
others in this group, Lee Rubber is a very small com- 
pany which may or may not continue to prosper; and 
its erratic past record shows that it is possible for its 
fortunes to ebb as rapidly as they have recently risen. 
Taking into account both market action and individual 
corporate characteristics—such as trade standing. man- 
agement, finances, profit margins—choice for continued 
group leadership would go first to United States Rubber, 
second to Goodyear. 

In some stock groups choice is decidedly limited. In 
motors, for instance, it must be General Motors or 
Chrysler. Because of big difference in share capitaliza- 
tion, Chrysler is the faster mover. On conservative 
investment principles, General Motors would be con- 
sidered the superior of the two, but if the buyer’s ob- 
jective is cyclical appreciation the difference in basic 
quality is not wide enough to be of much importance. 
Precisely the same reasoning applies to the electrical 
equipment group and one will not go far wrong in tossing 
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a coin between General Electric and Westinghouse, so 
far as their performances in the present recovery cycle 
are concerned. 

The varying market performances of the leading cop- 
per stocks suggest some interesting conclusions. In the 
bear market Phelps Dodge suffered the greatest per- 
centage decline among the Big Three, Anaconda the 
next biggest decline and Kennecott the least decline. In 
the recovery to date, however, Phelps Dodge has been 
the leader. At its recent high it had regained 54 per cent 
of its total bear market decline, against 51 per cent for 
Kennecott and 38 per cent for Anaconda. For the first 
time on record, Phelps Dodge crossed Anaconda in price. 
At the 1937 bull market highs Anaconda was priced 
almost exactly on a par with Kennecott and Phelps 
Dodge was priced at 86 per cent of Kennecott. At 1938 
lows Anaconda was priced at 79 per cent of Kennecott 
and Phelps Dodge at 66 per cent of Kennecott. At recent 
highs, Anaconda was priced at 81 per cent of Kennecott 
and Phelps at 86 per cent or the exact ratio it had at 
the 1937 peak. 


Closing the Gap 


In all around quality Kennecott has the edge, but no 
copper stock is other than speculative. Moreover, Ana- 
conda’s set-up—with heavy reliance on fabricating ven- 
tures—is such that it always suffers a sharper earnings 
decline than Kennecott in depression but under favor- 
able conditions does relatively better than Kennecott. 
Thus, inferior market action of Anaconda in recovery 
to date must be discounted. Assuming sustained gen- 
eral recovery over the next year or two, the potentialities 
for appreciation from present levels are probably greater 
in Anaconda than in Kennecott. While the notably 
good market action of Phelps Dodge may have a con- 
tinuing significance not apparent in any change which 
the outside analyst can see in its operating set-up, the 
chances are that Anaconda in time will overtake it in 
the market and again be priced pretty close to 
Kennecott. 

In American Can and Continental Can, inferior action 
of the latter stock has been so persistent that it cannot 
be safely ignored. It is worth noting, however, that 
each of these stocks made their bull market highs in 
1935, and that for each to date the percentage of total 
bear market decline recovered has been substantially 
less than that of the industrial average. This fact in 
itself should be adequate notice to those seeking maxi- 
mum cyclical appreciation that better opportunities can 
be found elsewhere. As between the two, however, 
market performance of American Can has been by far 
the superior. At their bull market highs, Continental 
was priced at 66 per cent of American Can; at the bear 
market lows Continental was priced at 53 per cent of 
its bigger competitor; and at recent recovery highs 
Continental’s ratio had declined to 44 per cent. For a 
different basis of comparison, note that at recent highs 
American Can had regained 43 per cent of its decline 
from the 1935 high to the bear market low, while similar 
recovery for Continental was only 20 per cent. 

The building material stocks have been accorded 
special favor, but individual performances show some 
wide and significant variations. (Please turn to page 54) 
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NATIONAL GYPSUM COMPANY 





A Low-Priced Building Stock 
With Possibilities 


BY C. HAMILTON OWEN 


iin some months the rate of building activity has 
been a conspicuous patch of blue sky in an otherwise 
clouded business prospect. Even now, with the brighter 
outlook for business as a whole, this contrast has not 
dimmed. The vigor with which the building industry 
was able to resist the sharp slump in general business, 
with its attendant unemployment, restricted purchasing 
power and impaired public confidence, has again revived 
hopes that the long promised building boom may shortly 
become an actuality. Whether or not in the months 
ahead building will reach the stages of a major indus- 
trial boom may still be a moot question, but it is not 
necessary to evaluate the outlook for the building indus- 
try in terms of a potential boom. There is, however, 
rather convincing evidence to 
support the probability of sus- 
tained improvement at least 
well into 1939. Out of this pros- 
pect a building boom may pos- 
sibly materialize — if it doesn’t 
the outlook is still sufficiently 
promising to permit an appre- 
ciable gain in the sales and earn- 
ings of established manufac- 
turers of building materials. 
The progressive improvement 
in building activity this year is 
impressively revealed in the 
value of new construction con- 
tracts awarded. According to 
F. W. Dodge Corp., the dollar 
volume of new residential con- 
tracts awarded in the 37 states 
east of the Rocky Mountains in 
the first quarter of this year 
were 33 per cent behind the cor- 
responding months a year ago; 
total volume in the second quar- 
ter ran 15 per cent behind last 
year; while in the third quarter 
new contracts awarded were 30 
per cent ahead of 1937. At the 


Nesmith 


end of September the cumulative total of residential 
contracts was only 7 per cent under last year. In Sep- 
tember 10,090 single family dwellings were contracted 
for as compared with 8,373 in September a year ago. 
Up to the end of September the Federal Housing Admin- 
istration had selected mortgages for appraisal having an 
aggregate value of $752,000,000, an increase of 58 per 
cent over the same period a year ago. Since the amended 
housing act has been in effect, a period of seven months, 
F H A selections for appraisal have increased 74 per cent 
over the same months of 1937. During the past seven 
months the FH A has accepted mortgages for insurance 
aggregating $436,000,000, an increase of 43 per cent over 
the same period last year. The upsurge revealed by 





As residential building increases, the outlook for 


National Gypsum becomes brighter. 
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FH A figures is further supported by the rising total of 
building permits issued in important cities throughout 
the country. All in all it may well be that this will be 
the best year in residential building since 1929. 

The current vitality of the building industry reflects 
no small measure of credit upon the Federal Housing 
Administration. Under the terms of the amended hous- 
ing act, the prospective home builder is afforded such 
advantages as low down payments on insured mort- 
gages, an appreciable savings in interest and financing 
costs and a competent and disinterested appraisal of his 
building plans and materials. Banks, which at the out- 
set were rather skeptical of F H A mortgages because of 
the small initial equity of the buyer or builder, have 
changed their attitude toward this type of mortgage and 
are how evincing eagerness to accept and trade them. 

Impressive statistics can be readily assembled to show 
that there exists a huge shortage of habitable dwellings 
in the United States, with the greatest need in the 
$3,000 class. For this potential need to be translated 
into effective demand and actual construction, requires 
a substantial reduction in the present average cost of a 
single family dwelling. About the lowest cost house 
available at this time runs around $5,000-$6,000. A re- 
cent survey made by the FHA disclosed that in 1937 
59 per cent of all single family dwellings for which mort- 
gages were accepted cost less than $6,000. including the 
land. This year the percentage in that class has risen 
to 64 and the trend continues upward. 


A Home for $3,000! 


Particularly significant therefore was the recent an- 
nouncement by Lewis H. Brown, executive head of 
Johns-Manville, that the building industry is prepared 
to place on the market in the near future a $3,000 house 
which can be paid for at the rate of $30 a month. The 
full details have been virtually completed and the entire 
building industry has been organized to support the idea. 
It is entirely within the realm of possibility that this 
might be the development which would touch off a build- 
ing boom. 

The favorable implications to be drawn from the 
figures covering building contracts, new permits and 
insured mortgages have already been reflected to some 
extent in the sales of building materials and in the earn- 
ings of representative manufacturing units. 

In the first quarter of this year, earnings of National 
Gypsum were equal to only 3 cents a share for the com- 
pany’s common stock. In the second quarter per-share 
earnings jumped to 17 cents and the company has offi- 
cially stated that third quarter sales ran 15 per cent 
head of those for the June quarter and net income was 
about 33 ahead of the third quarter a year ago. While 
the showing by National Gypsum this year is fairly 
typical of that of the building supply industry as a 
whole, it should be borne in mind, lest the comparison 
with contract, mortgage and permit figures appear not 
particularly impressive, that there is likely to be a con- 
siderable lag between the issuance of a permit or the 
awarding of a contract before actual construction and 
the purchase of materials is started. It is therefore likely 
that sales of National Gypsum in the months ahead will 
have the benefit of an increasing impetus imparted by 
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wuconenieree 
accumulated demand. This is an important point to 
bear in mind in appraising the company’s prospects and 
the investment merits of its shares. 

The organization of National Gypsum is a vastly dif- 
ferent one today than it was five years ago. During 
this period the company has not only strengthened its 
competitive position in the production of gypsum and 
lime products, it has through the medium of enlarged 
plant facilities and the acquisition of going concerns. 
greatly enlarged its scope to embrace other lines of 
building materials and supplies. At the present time 
the company’s line of related building products includes 
gypsum wallboards, lath and block; gypsum stuccos and 
plasters; hydrated and ground lime, and limestone base. 
finish, white molding and sound control plasters; insula- 
tion boards; metal lath and metal lath products; texture 
and casein paints. These products are marketed under 
the trade names, “Gold Bond,” ‘Macoustic,” and 
“Craftex.” 

Some measure of the relative importance of these 
products is gained through their respective contributions 
to the company’s 1937 sales. Of total sales last year, 
gypsum and metal lath accounted for 31 per cent; gyp- 
sum and finishing plasters, 22 per cent; gypsum wall- 
boards, 21 per cent; lime, 14 per cent; insulation and 
sound control products, 7 per cent; and paint, 5 percent. 
Sales distribution is through the medium of some 9,000 
retailers and lumber dealers throughout the area east of 
the Rocky Mountains. 

The principal raw materials, gypsum rock, gypsite 
and limestone, used by National Gypsum are obtained 
from its own mines and quarries and the company con- 
siders its unused reserves as ample for many years’ sup- 
plies. Manufacturing facilities are located in various 
sections of the country and on sites chosen with an eye 
to the facility of raw material sources, as well as 
principal selling markets. (Please turn to page 57) 
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y/ Continuing a Series of Technical Studies 


As the Trader Sees Today's Market 


Steel at the Resistance Level— 
Shorts and Their Effect on the Market 


BY FREDERICK K. DODGE 


I. somewhat less than a year U. S. Steel has worked 
up into the sixties just thirty-one times, and _ thirty 
times has fallen back under the weight of the selling 
encountered. Some day, possibly soon, it will eat away 
the offerings above it here, and although it may very 
likely come back into the old-range once or several times 
before moving far out of its reach, the groundwork for 
whatever major advance it is to have will have been 
laid. As in the case of the man who was told to dip his 
head three times into a bucket of water and pull it out 
twice, the last time will be the one that counts. 

The one-point figure chart below shows the action of 
Big Steel from the drop under 60 in October, 1937, up 
to a recent date. As background it might be noted that 
early in 1936 the stock had crossed the 60 level and 
worked as high as 72, but the sell-off that spring brought 
it back to 55 again. In May it had crossed 60, reach- 
ing 64, then reacted to 57 before finally starting in June 
its long climb which culminated the following March 
at 126. It was sixteen months after the move had begun 
before Steel came back below 60 last October, along with 
weakness all through the market. The chart picks it up 
at this point. 

Successively lower bottoms were made at 55, 52, 51 
and 49, then following stiff resistance at the last-named 
line the picture began to look better. The swings on 
either side of 60 had been quite wide, as would be ex- 
pected when a new trading range was being established. 





At the turn of the year the stock showed a disposition 
to cling to the upper limits of its range and there was 
some reason to hope that it might be able to break 
through. After reaching 60, 61 and 62, however, March 
saw a decline to new lows and the establishment of a 
new range in the forties which persisted until June. 
Since then the broad rally in the market has aliowed 
Steel once more to attempt its former resistance point 
and the attack has been well sustained. 

What are the implications? It is obvious that so far 
there has been a simple case of oversupply in the low 
sixties. Perhaps it will be informative to visualize the 
possible sources of the selling that hits the stock each 
time it attacks the “Maginot Line” above 60. 

First, there are the owners who acquired Steel back 
before the breakaway in 1936. They watched it go up 
to twice that mark and further, then come back down 
again and turn their paper profits into paper losses. 
On each rally some few of these owners decide that they 
will cash what remains of their profits. Then there are 
those who picked up the stock as a bargain at very close 
to current levels in the break during late 1937. The 
swings around 60 lasted for a number of months and 
resulted in a great deal of stock changing hands at prices 
roughly equal to the present one. Many of them see a 
chance to get out even, after the discouraging experience 
of being hung up with substantial losses when the stock 
broke to 38 after their purchase. Each rise to the sixties 
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therefore brings out a certain amount of stock from 
such sources. 

Traders who have recognized the range which has 
existed for so many months have taken advantage of it 
to buy Steel every time it was available at a satisfactory 
concession, selling it when it encountered the zone of 
resistance to the advance. Short-sellers, too, can observe 
the habitual stopping point and use it as a logical focus 
of attack. If they protect themselves with stops, these 
are likely to be placed above the trading range where 
they will not be touched off unless the stock definitely 
breaks out. 

When —and if—investment demand pushes Steel 
through the upper limits, one can hardly doubt that the 
technical situation will be unusually strong, with less 
than normal in the way of speculative holdings and a 
certain number of stop-loss orders to buy as the resist- 
ance is penetrated. None of the factors noted here can 
be considered to guarantee a steady rise after the stock 
once breaks through (precedent indicates the probability 
of reactions back into the trading range), but the basis 
will have been laid for Big Steel to resume its market 
leadership. So many eyes are turned toward Steel and 
psychology plays such a large part in today’s market, 
that this may very well be an important point even for 
those not interested in this particular stock. 


A Dwindling Short Interest 


At the end of 1933 the short position on the New 
York Stock Exchange dropped to the extremely low 
level of 712,868 shares, hardly more than one-eighth of 
its size three years earlier. From that point it grew 
gradually to double its magnitude, the largest bear inter- 
est being reported at the end of February, 1937, and 
again in the spring of this year. The trend has been 
definitely reversed over recent months; in fact, the 
latest report shows a new all-time low in the short posi- 
tion since figures have been made public—588,345 shares 
as of September 30. 

In view of the fact that covering has reduced the short 
position by over three-quarters of a million shares in 
the last four months, while trading activity holds up 
to a fairly high level, there is reason to suspect that the 
technical strength of the market has been impaired to a 
considerable extent by this development. Not that the 
impairment has been sufficient to imply an immediate or 











wide open break, but simply a feeling that with a larger 
short position the market would presumably be able to 
sustain its trend more consistently in the moments of 
doubt which even the huskiest of bull movements must 
occasionally experience. Chances of a stampede of shorts 
are now remote, the position is anything but crowded, 
and the market must feed on new buying in its further 
progress. 

On the other hand, the retreat of the bears has its 
more favorable aspects. The largest short interest was 
open early in 1931, and the shorts were right in consider- 
ing lower prices probable. The following low point in 
the short interest came, as already noted, at the end 
of 1933. Again the bears were right; a better buying 
spot could hardly have been picked. The peak in the 
short interest in 1937 came in February, a month ahead 
of the top in the market. Once more the shorts were 
right. Considering their record, the implied forecast of 
the bears that prices are headed higher now is evidently 
worth something, despite the fact that their withdrawal 
has reduced the market’s purely technical strength. 

It has been possible to watch the effect of short posi- 
tions in individual issues more closely than ever before 
since the Stock Exchange began making available its 
statistics on the subject. For example, an index can be 
constructed of stocks harboring large short interests and 
another of stocks in which the short position is absent 
or negligible. Attempting to match the two lists reason- 
ably closely for ordinary market volatility, the following 
stocks were chosen as affected by a relatively large short 
interest: Chesapeake & Ohio, Chrysler, International 
Harvester, U. S. Rubber, U. S. Steel and Westinghouse 
Electric. The stocks chosen for paucity of short interest 
were: American Can, Caterpillar Tractor, Goodyear, 
Inland Steel, Sears Roebuck and Union Pacific. Some 
of the latter have been the targets of a certain amount 
of short selling, but in general the second list provides a 
distinct contrast to the first. 

Starting both averages off at 100 on June 18, the 
day before the rally began, we find the rise to the top 
on August 6 to have been just over 50 per cent in the 
vase of the stocks with large short interest, just under 33 
per cent in the other group. The reaction from the first 
peak affected both averages in similar proportions, but 
then the upswing which succeeded in penetrating the 
July top gave further evidence that short covering was 


helping one group more than (Please turn to page 52) 
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All Ears 


Building stocks continue in the 
van on rallies, and justifiably so, for 
September residential contracts were 
52% over a year ago and the pros- 
pect is favorable. The stocks look 
still higher, particularly American 
Radiator and National Gypsum in 
the low priced group and Johns- 
Manville and U. S. Gypsum in the 
high. * * * Sensational action in 
Loft probably will be a nine days 
wonder, and, although the 
stock may not kick about 
at levels as low as it has 
been, it may well continue 
to kick about when the 
present activity dies down. 
* * * Endicott Johnson 
reports all divisions work- 
ing at 85% of capacity — 
the stock is an interesting 
income producer. * * * 
The so-called rigidity of 
steel prices seems to have 
vanished: two cuts in four 
months and three this 
year. It is wages that are 
rigid. * * * Steel, down, 
rubber up, sulphur down, 
oil down, copper up; prices 
are mixed enough to slow 
up gains in the commodity 
index. * * * Sulphur 
cut, the first since 1926, 
should mean more flexibil- 
ity in the price of this 
commodity and thus more 
activity in Texas Gulf and 
Freeport Sulphur. The re- 
duction was from $18 to “gga 
$16 a ton, but it is worth 
noting that the Louisiana 
legislature voted to reduce 
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Courtesy Freep 


Loading raw sulphur for shipment. 
dozen years the price of sulphur has been cut. 


taxes on sulphur from $2 to $1.03 
per ton and referred the change to 
voters in the November election. 


Paper stocks are doing well. In- 
ternational Paper after a loss in the 
first six months is expected to show 
several dollars on the $5 Preferred 
for the year. * * * Boeing tends 
to lag behind the aircrafts as fly- 
ing fortresses lose favor. * * * 
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ort Sulphur Co. 





For the first time in a 


For Profit and Income 


Strong buying has come into Ana- 
conda, Kennecott, Nickel and other 
metals on any slight letdown—there 
is probability that copper is to ad- 
vance again shortly. * * * Cotton 
interests have announced their an- 
swer to rayon for tires. It is a new 
cotton cord in which resistance to 
internal heat has been increased 25% 
and which tests show to outlast 
‘ayon fabric tires. * * * With 
rubber prices strong and automobile 
production increasing, rubber com- 
panies look promising 
* * * du Pont and other 
war babies had their big- 
gest rally when peace was 
declared, and quite pro- 
perly for they can earn 
more in peacetime than 
under the limited profits of 
—_— ">> 

Utilities are perhaps 
sniffing a substantial Re- 
publican gain in the House. 
* * * Pepperell Mfg. has 
an unbroken dividend rec- 
ord since 1852 which cov- 
ers a lot of wars and de- 
pressions. Nothing has 
been paid this year and 
earnings are poor; just the 
same, a record like that is 
worth preserving. Few 
companies on any ex- 
change can compare with 
it. 


& 





More Than 10% Profit? 


New York Shipbuilding 
recently received a govern- 
ment contract for $23,000,- 
000 on two Navy tenders. 
Under Vinson - Trammel 
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Act the profit could not ex- 
ceed 10% but the Treasury 
is thinking of relaxing its 
bookkeeping interpretation 
of what constitutes 10%. 
It is a matter of greater 
leniency on charge - offs. 
Incidentally, the House 
Naval Affairs Committee 
voted to repeal 10% limita- 
tion. Should it be repealed, 
earnings of Electric Boat, 
Bethlehem Steel, Bath 
Iron Works and the air- 
craft industry would bene- 
fit. 


Allied Chemical & Dye. . 
report revealed holdings as of December 
31, 1937, of 178,682 shares of Owens-llli- 
nois Glass at a cost of about $4,200,000, 
30,713 shares of Libbey-Owens-Ford at a 
cost of some $830,000, 234,912 shares of 
American Light & Traction 6% preferred 
costing $7,100,000, and 119,200 shares of 
American Light & Traction common at 
$5,100,000. 


. In recent SEC 


American Telephone & Telegraph . . . The 


Oversold Oils 


Bell System reports an increase of 83,500 


telephones in use for September, compared 


Oils rallied with the rest 
of the market on the termi- 
nation of the war scare but 
have since lost most of 
their friends. The statisti- 
cal position of crude is 
strong, supplies above 
ground being the smallest 
in sixteen years, but per- 
sistent weakness in gaso- 
line prices was bound to 
bring down the price of 
crude. Earning power is, 
of course, affected yet it 
would seem the market has 
already discounted that. 
Technically, the oils look 
oversold and stocks bought 
when nobody wants them 
usually prove profitable. 


An Aid to Air Transport 


with an 


Pan American Airways ... 


the first full year of operation. 
be hoped that the Authority will see fit 
to make a satisfactory adjustment, for, if 


United Aircraft 
attached to the preferred stock of the old 


increase of 35,200 stations in 


August and a loss of 6,850 stations in July. 
This undoubtedly has had something to do 
with the revival of investment interest in 
A. T. & T. stock. 


Made the first 


application before the new Civil Aeronau- 
tics Authority for higher airmail pay, cit- 
ing that the route from San Francisco to 
Hong Kong had lost nearly $500,000 in 


It is to 


any subsidy is worthwhile, this one is. 


- Warrants, originally 


Southern Railway .. . 


Developments in Companies Recently Discussed 


United Aircraft & Transport Corp., expire 
November 1, next. Upon payment of $30 
a holder may obtain 1 share of United 
Aircraft plus 43 cents in cash, 55/100 of 
a share of United Airlines and « share of 
Boeing Airplane. Whether the holders of 
the warrants subscribe to the stock to 
which they are entitled, or sell their war- 
rants in the open market, makes little dif- 
ference, but some action should be taken 


lest all value be lost. 


. H. Macy... The first semi-annual report 


ever issued by this company was oa dis- 
appointment to stockholders. The loss for 
the six months to July 31 amounted to 
$601,039, compared with a profit of $787,- 
211 for the corresponding previous period. 
It was officially said: "Both the sales and 
the profit showings are disappointing. We 
can ascribe the former only to general 
business conditions; the latter are the re- 
sult of a combination of shrinking saies and 
of expenses which in former periods of 
depression were non-existent or were more 
easily adjustable." 


Is in the market for 
about 2,500 cars. This is in addition to 
the nearly 6,000 which were bought earlier 
in the year and is thought to be the only 
important inquiry for freight cars at the 
moment. 





The development of the new “ter- 
rain clearance indicator” may prove 
one of aviation’s most important 
strides. Using the principle of the 
sonic depthfinder in taking deep sea 
soundings, the new altimeter gives 
actual height by timing electrical 
impulses sent from the plane to the 
ground and reflected back again. 
Hitherto an airplane flying over say 
Minnesota might show 1,500 feet on 
its altimeter and still be but a few 
feet off the ground because the read- 
ing is the distance above sea level. 
With the new device developed by 
Western Electric and United Air 
Lines the correct altitude would be 
shown, i.e., distance above ground. 
The contribution to safety in flying 
is tremendous both in “blind” land- 
ings and in mountain crossing, and 
should, in time, benefit the traffic 
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volume and earnings of the transport 
companies. They need it for so far 
the profit in aviation has been in 
manufacturing. 


Third Quarter Reports 


As this is written only a smattering 
of third quarter reports are at hand. 
While earnings in the majority of 
cases were lower than in 1937, con- 
siderable optimism over the future is 
expressed by corporate officials. 
Libbey-Owens-Ford reported a net 
of $850,586 for the September quar- 
ter, equal to 34 cents a share of com- 
mon—a profit more than sufficient 
to offset the loss which was shown 
for the first six months. The presi- 
dent stated that the outlook for the 
fourth quarter was a favorable one. 
Lehn & Fink made an exceptional 


showing with earnings of $201,671 in 
the September quarter, against $83, 
890 in the corresponding previous 
period. Parker Rust-Proof  re- 
ported net equal to 26 cents a share 
for the September quarter, compared 
with 53 cents for the corresponding 
previous period. Masonite’s earn- 
ings for the vear to August 31 were 
equivalent to $1.96 a share of com- 
mon, against $3.03 a share in the 
previous twelve months. 


Buying du Pont Under the Market 


To many, the common stock of 
E. I. du Pont de Nemours is con- 
sidered the finest of long-term in- 
vestment holdings. To such, who do 
not require that their capital be in an 
extremely liquid form, the Chris- 

Please turn to page 58) 
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THE ELECTRIC AUTO-LITE COMPANY 





Near Term Prospects Favor 


Leading Accessory Maker 


Chrysler's Business Plays Important Part in 


Company's Future 


BY J. C. CLIFFORD 


ew light of one who makes things used by countless 
thousands is seldom hidden under a bushel. Especially 
is this so when users are apt to be seriously inconveni- 
enced whenever there should be a breakdown—fortu- 
nately, of seldom occurrence in modern motor cars. In 
the Electric Auto-Lite Co., however, we have a concern 
about which it is no exaggeration to say that there is 
hardly a person in the United States that has not been 
benefited at one time or another from something which 
the company has made. Yet, not one in a thousand 
could detail 10 per cent of the company’s output. 

People, for example, will buy a Plymouth because 
they like the way it looks, the way it runs, or because 
they believe—rightly or wrongly—that the Chrysler 
Corp.’s engineering is more advanced than that of its 
contemporaries. The second Plymouth is bought be- 
cause they feel that they “know” the make. The vast 
majority, however, of those who buy Plymouths fail to 
realize that the removal of all the things contributed 
by the Electric Auto-Lite Co. would leave them a car 
of no practical good whatsoever. Nor is it only on this 
particular make of automobile that Electric Auto-Lite’s 
products are to be found. They are an essential part of 
other Chrysler cars and trucks, and they are to be found 
on the cars of the independents, Packard, Hudson and 
Nash. 

The list of things made by the Electric Auto-Lite Co. 
reads like an automobile parts catalog. The main plant 
at Toledo, Ohio, is responsible for starting, lighting and 
ignition systems. This means for each car a starting 
motor, a generator, a coil and a distributor, all of which 
are interconnected, of course, by a system of wires. A 
Canadian plant at Sarnia, Ontario, is engaged in similar 
work. 

Storage batteries are made at Indianapolis, Indiana; 
at Niagara Falls, New York; at Toronto, Ontario; and 
at Oakland, California. Lamps are produced at Cincin- 
nati, Ohio. From the plants at LaCrosse, Wisconsin; and 
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Bay City, Michigan, come instrument panels complete 
with speedometers and various other gauges. Aluminum 
and zinc base die castings, used for grilles, lamp brackets, 
doorhandles, etc., are made at Woodstock, Illinois. Wire 
and cable, of various sizes, enamelled or otherwise in- 
sulated, is produced at Port Huron, Michigan. 

Nor is this all. Tie rods and drag links for steering 
mechanisms are made by the Columbus Auto Parts Co., 
operating a plant in the city of the same name. The 
Buckeye Bumpers Division has a plant at Springfield, 
Ohio, and only last month it was announced that larger 
contracts received from Chrysler would enable this plant 
to operate at capacity. In addition to the products 
mentioned above, Electric Auto-Lite produces spark 
plugs, horns and heaters, various gauges and switches. 
All-in-all the company makes more than 400 automobile 
parts and appliances. 

A relatively minor proportion of Electric Auto-Lite’s 
output is for use outside the automobile field. It con- 
sists of an assortment of industrial gauges, such as ther- 
mometers, vacuum and pressure gauges. Finally, the list 
may be wound up with leather goods of many kinds and 
stainless steel cooking utensils. 

Last year, Electric Auto-Lite did the largest volume 
of business in its history, sales totalling almost $61,000,- 
000. Net profit, however, was below that of 1936 and 
materially below that of the boom years 1928 and 1929, 
the reason, of course, being that there has been a marked 
reduction in profit margins, a point to which we shall 
return later. 

The net profit for 1937, after taxes, dividend require- 
ments on the preferred (now retired) interest on deben- 
tures and other charges, totalled $4,128,109. This was 
equivalent to $3.43 a share on the outstanding common 
stock and compared with $3.51 a share for the previous 
year. For the first six months of the present year a loss 
of $184,000 was reported, against a profit of $2,316,000 
for the first six months of 1937. 
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Electric Auto-Lite has long pursued a reasonably lib- 
eral dividend policy. Out of last year’s earnings of $3.45 
a share, common stockholders received $2.60 a share. 
So far this year the company has paid two dividends of 
25 cents each, despite the loss that was reported for the 
first six months. In this connection a strong financial 
position has been helpful. It was officially stated that 
the ratio of current assets to current liabilities as of 
June 30, last, was 5.43 to 1, compared with 3.68 to 1 as 
of December 31, 1937. During the first half of the pres- 
ent year cash in banks increased some $2,700,000 to 
$6,700,000. 

Capitalization consists of 1,221,003 shares ($5 par 
value) of common stock and of these the company holds 
some 19,000 in its own treasury. At the beginning of 
last year $10,000,000 in convertible debenture 4s were 
sold and about half the proceeds were used to liquidate 
an issue of 7 per cent preferred. The balance of the pro- 
ceeds from the debentures was used partly to pay off bank 
loans and partly for other purposes. This makes the 
common stock and the debentures the only capital lia- 
bilities aside from an insignificant mortgage and an al- 
most equally insignificant minority interest. 

Incidentally, the debentures have been giving a rela- 
tively good account of themselves in the market. Orig- 
inally brought out at 10414 they are currently quoted at 
108. They never sold below 9414 and the present price 
is about the high of the year. The convertible feature 
consists of the right to exchange the debentures for 
common stock at $50 a share prior to January 31, 1939, 
at $60 a share prior to January 31, 1941, and thereafter 
at gradually increasing prices. As the common is cur- 


rently selling for $33 a share it is apparent that the 
convertible privilege is of no tangible value at the present 
moment. It is not, however, so remote as to be devoid 
of possibilities. 

One may wonder how a company like Electric Auto- 
Lite has been permitted to exist and prosper. Here it is 
—on the basis of the latest available figures (1936) — 
with products used for motor vehicles accounting for 
95 per cent of consolidated net sales and of these about 
50 per cent being made to the Chrysler Corp. If the 
prices quoted by Electric Auto-Lite are competitive, the 
company’s acquisition would appear at first sight to be 
a wonderful opportunity for Chrysler to round out its 
position in the field. On the other hand, if Electric 
Auto-Lite’s prices are not competitive, why is it that 
Chrysler does not continue to buy from Delco-Remy 
as it did in the past? 

It is difficult enough to find logical answers to these 
questions in any event, but the situation is further com- 
plicated by the fact that not very many years ago Ford 
was Electric Auto-Lite’s best customer and suddenly this 
business was largely withdrawn and transferred to the 
company’s own shops. Presumably, Ford saved money 
in this way. But, if he did, why cannot Chrysier do the 
same, either by making Electric Auto-Lite’s products 
itself, or by buying the most important of them from 
Delco-Remy? 

Probably Electric Auto-Lite’s declining margin of 
profit is behind all seeming discrepancies. Sales of $59,- 
000,000 in 1929 afforded a net income of $10,500,000—a 
margin of roughly 18 per cent. Even in 1932 sales of 
13,100,000 gave a net income (Please turn to page 57) 
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1. Fender lights 13. Driving or signaling lights 
2. Headlamps 14. Electric windshield wipers 
3. Radiator-type moto meters 15. Ammeters 
4. Horns 16. Heat indicators 
5. Hood lacings 17. Electric gasoline gauges 


6. Hose clamps 
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7. Spark plugs 
8. Wiring harness 
9. Heat indicators 
10. Ignition coils 
11. Speedometer flexible cables 22. Dome lamps 
12. Cowl lights 23. Automotive hardware 


. Magnetic speedometers 
19. Oil-pressure gauges 
20. Headlight switches 


21. Dash assemblies 
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24. Radiator and tank caps 35. Distributors 

25. Tail lights 36. Starting motors 

26. Bumpers 37. Solenoids 

27. Hub caps 38. Exhaust-type heaters 

28. Tie rods 39. Dimmer switches 

29. Drag links 40. Stop-light switches 

30. Voltage regulators 41. Battery cable 

31. Generators 42. Storage batteries 

32. Wiring 43. Battery ground strips 
33. Vacuum distributor controls 44. Leather protective boots 
34. Horn relays 45. Gasoline level indicators 
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Marked Uptrend 
Among Machine Tool Makers 


Profit Outlook Favorable 


BY GEORGE W. MATHIS 


ins a low of 66.7 established in May the index of 
combined foreign and domestic machine tool orders pre- 
pared by the National Machine Tool Builders’ Associa- 
tion has moved until it now stands at 117.4. The August 
gain was particularly gratifying, the index jumping to 
120.9 from 89.6 in July. This was a gain of more than 
31 points, or nearly 35 per cent. While there was a 
slight decline in September to the present figure of 
117.4, it was not considered serious in the face of the 
large August gains. 

At one time the Association broke down its index to 
show domestic and foreign orders seperately, but this is 
no longer done. The failure to so differentiate between 
domestic and export orders destroys to some extent the 
value of the machine tool index as a business barometer 
for this country. However, it is known that foreign 
business has been large, whereas domestic business has 
lagged. Thus, it would seem that sharp improvement in 
the combined index is probably accounted for mainly by 
betterment in domestic orders. 

A good deal of outside evidence can be marshalled to 
confirm the reasonableness of this conclusion. The Gov- 
ernment’s rearmament program, for example, has re- 
sulted in a number of important contracts for machine 
tools over the past few weeks and more are expected. 
Then there is the airplane industry which has long been 
a pillar of strength in the demand for machine tools. 
Finally, the improvement in general business has brought 
about an increase in demand from miscellaneous sources. 

A conspicuous gap will be noticed in the foregoing—no 
mention is made of the automobile industry, usually the 
outlet of which one thinks first when any mention is 
made of machine tool prospects. The automobile in- 
dustry, however, is now going strong on its new models 
and by far the greater part of any new equipment it may 
be using was ordered many months ago. From time to 
time, of course, throughout the year an automobile com- 
pany will enter the market for machines and tools with 
which to iron out rough spots in its production, but the 
big orders are not given just when a new model starts to 
come off the assembly lines. What the automobile in- 
dustry is doing now is to inquire for tools with which to 
produce 1940-models. 
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Ultimately, however, there are assurances of a large 
volume of machine tool business from the automobile 
industry. In the first place, 1939-models failed to gen- 
erate the orders that were expected of them—in other 
words, the new cars are not as drastically restyled and 
changed as it had been thought they would be. When- 
ever this happens there is a tendency for changes to be 
greater in the following year. Secondly, the automobile 
industry has got away to a good start. Car prices are 
down, an improved product is being offered and what 
may be termed the “technical” position of the market is 
better than in a long time: stocks of both used and last 
year’s cars are in a very healthy state. The materializa- 
tion of present prospects means a larger volume of au- 
tomobile business, a greater prosperity for those engaged 
in the industry and presumably therefore a greater will- 
ingness to spend money on new equipment. 


Exports Are Important 


Mention has been made already that export orders had 
been large, but this hardly does justice to this extremely 
important source of machine tool business. Last year, 
the industry’s sales’ volume was of record-breaking pro- 
portions, but out of an estimated total of some $200,- 
000,000 more than 20 per cent were export orders. Dur- 
ing the first part of the present year as domestic machine 
tool orders fell off on account of the recession, foreign 
business became almost the mainstay of the industry. 

Prospects favor a continuance of large export orders 
in machine tools. The avoidance of war at Munich seems. 
if anything, to have increased the warlike atmosphere. 
Britain, which last year took more than $11,000,000 
worth of American machine tools, has come out flat- 
footedly with the statement that she would intensify 
her already enormous rearmament program. Nothing 
has happened in Japan which was second on the machine 
tool export list for last year, to lead one to believe that 
she can shortly curtail her tool purchases in this country. 
Russia, the third most important source of exports in 
1937, is likely to take more machines and tools in order 
that she may be better able to cope with what many 
believe to be an ultimate certainty—Germany’s Dan- 
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ubian thrust towards the East. 
Of course it cannot be thought 
that American genius for metal- 
working machinery is being em- 
ployed by the whole world for 
the manufacture of munitions; 
but we do get some share of it. 
When a country embarks upon 
a program of rearmament it 
turns first to its own machine 
tool industry and before long 
has the greater part of it mak- 
ing special gun lathes, boring 
machines, shell lathes, special 
airplane equipment and the like. 
This leaves the country’s ma- 
chine tool industry unable to 
cope with the demand for stand- 
ardized apparatus or apparatus 
near - standardized. It also 
leaves it unable to accept export 
orders to industrially backward 
countries in South America and 
the far East. Although some or- 
ders for special equipment have 
been received, it is the slack 
in standard apparatus which 
the American machine tool in- Courtesy International Harvester Co. 
dustry is largely taking up. Many machine tool operations are required to properly finish modern gears. 
That the rearming countries are 
losing their normal export business may be seen from the _ tries took only 6.5 per cent of the exports in 1932 they 
trend of American machine tool exports to countries took nearly 14 per cent last year. 
other than Britain, Japan, Russia, France, Canada, Italy, So far, the machine tool industry has been looked 
Sweden and Germany. Whereas the “all other” coun- upon from the standpoint of near-term factors and de- 








Machine Tool Companies 














‘Earnings “ Share Divs. Decl’d — =i _ - rr 
1st 6 _ Current § So Farin 
ee Se eee ae _.._ 1937 i“ 98S 1938 oon = __ COMMENT ae 
PUIG sod co sivrecs ea kee ee teee sere 3.19 0. 36 23 0. 25 Better outlook for the automobile idutey foreshadows improving ‘besiness for this 
eee eee eee eeeece ik Sper ti a maker of turret lathes and other hine tools. 
| oo. aa ee eee 1.69 0.07 16 0.40 Although perhaps best known for its on and boring hi the y 





makes a number of other tools and also parts for engines. Business rests upon an un- 
usually broad foundation and will be helped by general improvement and by continued 
_ activity in aircraft 





























Monarch Machine Tool... cee > ae 2.90 — 1.05 18 0.95 Earnings have held up well during the recession because of large backlog of orders. 
py - Pee Oe ees Lathes are the company’s principal product. Should to do well. 
PON PRONE, << 62 ccc cs chic wo meccus 2.85 0.24 13 0.c0 Reported a loss for the June quarter this year, but is expected to benefit i in the second 
half from an increased demand for single and multiple spindle aut screw % 
: ye ies ae ae 2 = turret lathes and the like. 
Niles-Bement-Pond.................. 7.46 NF 49 1.50 Company has cut into its order backlog to some extent this year and earnings will not be 


as large as they were in 1937. There is, however, no signs of the worldwide rearma- 
ment race slackening, building of aircraft is proceeding apace, while the prospects 
a ee ee ee ee ee ee oe ee ee favor a higher automobile output. These are all factors favorable to the company. 
‘Van Norman Machine Tool........... 3.88 2.08 22 1.20 Makes milling, grinding and special boring machinery of wide application. Did well 
in the first half and undoubtedly is being helped by the current business improvement. 














Companies closely allied to the Machine Tool Industry 














BINGE MEINCUAE RS Go ott acca net ueme 2.82a 0.596 20 0.25 Pick-up in the automobile industry will increase the demand for this company’s electric 
ro ota ____drills, screw drivers, hole saws, polishers, etc. 

[| ee ae gaa Ge aN 1.93 NF 11 0.00 Business is believed to have improved meterially in the past month or so—with foreign 

orders making an esp good y makes a wide variety of me- 








chanical and hydraulic metal poms ne non eng also rolling mill equipment and can 
making machinery. 











Greenfield Tap & Die................ 2.47 def =o 8B 0.00 _ Loss in the first half was less than $4,000. Might well close the year in ‘“‘black " figures. 
MIUR ee acca cc cae letuucoweene 4.47 0.41 48 1.25 Company is closely tied to business in general, for its products are used by virtually 
every industry. Output includes all kinds of devices for handling materials and for 
transmitting power from one shaft to another. 





























BAGO NANEIING? Go vtec sec cesive tins = 4.67 NF 44 ~—«3.00 Demand Lg steel probably will have to improve further before there will be any ro 
Hd utlook for foreign orders, however, conti goo 

Sette S sess veesncanarow on. 5.10¢ a a aT d demand for machinists’ tools seen. 

United Engineering & Foundry......... 4.86 1.68 39 1.50 ‘Shares with Mesta Machine the business in large continuous rolling mill systems. The 


pe ; me course of the two companies is likely to be parallel. 
NF—Not available. a—Year to Sept. 30. b—Nine months to June 30. c—Year to June 30. 
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velopments that are likely to sustain or to stimulate the 
business. There are, however, powerful undercurrents in 
addition. The most obvious of these is the further ten- 
dency towards mechanization. Business is always try- 
ing to reduce costs, if only to obtain an advantage over 
competitors. But today, with 
wages, taxes and overhead ex- 
penses generally rising higher 
and higher, cheaper means of 
production go beyond mere at- 
tempts to make a larger profit 
than is made by competitors. 
Cheaper means of production 
become an essential to survival. 

Then, too, apart from in- 
creasing wage rates, many in- 
dustries find that there is a 
strong urge to mechanize in the 
fact that it usually means a 
smaller number of workers, or 
the substitution of unskilled 
workers for the skilled. Some 
will say that there is something 
demoniacal in the thought of 
displacing workers when there 
are already so many unem- 
ployed, but there are plants to- 
day that just cannot operate in 
the face of the labor trouble 
which constantly besets them. 
And a frequent way of cutting 
down on this labor trouble is to 
install a greater number of 
machines. 


Wide World Photo: 
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Yet, while the pressure on costs will exert a counteract- 
ing pressure for the purchase of machine tools, it is not 
to say that it will iron out the violent fluctuations to 
which the machine tool industry is subject. The indus- 
try will still be more of a “feast to a famine” than pos- 
sibly any other, for whatever may be the fundamental 
urge to mechanize it will only be carried out when a 
company is receiving orders on which it may be possible 
to effect savings. In other words, in the future as in the 
past, it will not be until general business becomes active 
that the machine tool industry will reach its most pros- 
perous period. 


Numerous Companies in the Industry 


In the accompanying table there will be found a list of 
machine tool companies in which there is wide public in- 
terest from a security standpoint and also a number of 
other companies whose activities are closely allied to the 
machine tool industry. Last year’s earnings are given in 
each case and also, wherever possible, earnings for the 
first six months of the current year, together with a com- 
ment designed to give some idea of a particular com- 
pany’s more important activities. 

It is believed that the earnings shown for the first six 
months of the present year will, in the majority of cases, 
be smaller than those to be shown for the final six 
months. This is because the index of new orders aver- 
aged less than 90 between January and June whereas 
for the first three months of the second half year, the 
average is already well above this and promises to gu 
higher. Backlogs existing at the end of last year, of 
course, may make a difference in the case of certain com- 
panies, but for the industry as a whole it is a reasonable 
expectation that the second half will be the better. 
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The largest of all machine tools is the continuous strip mill. This one was installed by 
United Engineering & Foundry for Republic Steel. 
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The Personal Service Department of THe MaGazine or Watt Srtreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Chicago Yellow Cab Co., Inc. 


As an owner of 300 shares of Chicago 
Yellow Cab, bought at 22%, 1 have a con- 
siderable paper loss. Having just subscribed, 
I am writing for your advice. Do you foresee 
any upturn in earnings to justify my hope 
that this stock will come back quickly in 
this recovery?—K. T., Tallahassee, Florida. 


Normal expectation of companies 
like Chicago Yellow Cab is that the 
final quarter is the best of the 
vear. This factor may be attributed 
to the adverse weather  condi- 
tions which are characteristic of the 
final three months, thus enhancing 
the value of taxi-cabs as a means of 
transportation. Of course, the in- 
dustrial depression which has been 
in force in 1938 has been highly ad- 
verse to the company. If business 
activity continues to register good 
gains, consumer purchasing power 
will increase, thus enabling larger 
revenues from the operations of the 
company’s cabs. For the initial six 
months of the current term, a loss 
of 4 cents a share was incurred on 
the capital stock against a loss of 10 
cents a share during the like half of 
1937. Profit margins on current busi- 
ness, due to economies initiated by 
the company, are a little more satis- 
factory than those of 1937, with the 
result that operating figures are com- 
paring more favorably. While a sub- 
stantial financial position is enjoyed, 
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we doubt that dividend disburse- 
ments will exceed the 25-cents al- 
ready paid this year. On the other 
hand, the shares at present de- 
pressed levels constitute a fair long 
range speculative medium. On that 
basis, retention is advisable. 





National Distillers Products Corp. 


I have been impressed by the way earnings 
on National Distillers common have held up 
this year. Is its market price in a position 
to go materially higher now that the usual 
seasonal fall improvement is at hand? My 
holdings of 100 shares cost 344%. Would you 
advise averaging?—R. T., Detroit, Michigan. 

National Distillers is the only one 
of the large distilling companies that 
has been able to register profits this 
year that are in any way compar- 
able with those of 1937. The com- 
pany has been able to accomplish 
this because of its strong position in 
the bonded whisky field which has 
enabled a large turnover of goods 
with a satisfactory profit margin. 
For the initial half of 1938, a profit 
of $1.36 per share was recorded as 
against $1.37 per share in the like 


half of 1937. It is further believed 
that third quarter operations closely 
paralleled those of the preceding 
year and that the results for the 
initial nine months of 1938 will be 
close to the $2.01 a share registered 
during the same period of 1937. If 
this estimate is correct full 1938 
profits should equal those of 1937 as 
the last quarter of the year is season- 
ally the best. Thus, it is highly prob- 
able that the $2 dividend rate will 
be maintained. The company’s 
stocks of matured whisky are ample 
and it is understood that they are 
having difficulty in filling current 
orders for the bottled in bond, 
brands being sold out between 10 
days to a month before bottling. 
This favorable trend of operations 
should lead to excellent earnings 
over the near future. The balance 
sheet position of the company is 
excellent and as there are only 2.- 
036.896 shares of capital stock out- 
standing, liberal dividends will in 
all probability continue. A funded 
debt of $14,431,000 is also outstand- 
ing. Another interesting factor in 
considering the longer term outlook 
for National Distillers is the pub- 
lic’s more educated outlook toward 
whiskies. The trend is more and 
more toward older whisky and 
hence, the well-established trade 
names of National Distillers (Old 
Grandad, Old Taylor, Mt. Vernon 
and Old Overholt) will stand them 
in good stead as the public requires 
the better grade of liquors. All in 
all, the outlook is highly favorable 
and as the shares seem underpriced 
at present levels, we are inclined to 
advise retention of your holdings. 
As your commitment seems to be 
sufficiently large, however, we 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 
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would not advise averaging, but 
would give consideration to diversi- 
fication of your account. 


Curtiss-Wright Corp. 


Would you recommend my buying both 
Curtiss-Wright common and the class A 
stock at present prices? Which in your opin- 
ion holds the best possibilities for price ap- 
preciation at this time? Will this company 
share materially in the extending rearmament 
programs here and abroad?—G. F., Toledo, 
Ohio. 

Assumption of a commitment in 
either the common or class A stock 
of Curtiss-Wright should prove 
profitable, although we are inclined 
to prefer the class A as a more likely 
priced appreciation vehicle. On the 
other hand, the common is attractive 
because of its low price and would 
undoubtedly prove as profitable as 
the class A on a percentage basis. 
It must be remembered, however, 
that there are 7,429,006 shares of 
the common outstanding, while there 
are only 1,158,464 shares of class A. 
In any event, both classes of stock 
are considered excellent holdings as 
a stake in the aviation industry. 
Shipments of Curtiss-Wright are 
continuing at a high level and the 
uptrend in earnings already regis- 
tered is expected to continue. For 
the six months ended June 30, 1938, 
earnings amounted to $1.88 and 14 
cents per share on the class A and 
common, respectively. This com- 
pares with profits of 78 cents on the 
class A and a deficit equal to 3 cents 
per share on the common sustained 
during the like interval of 1937. The 
likelihood that the company will 
continue to enjoy substantial orders 
from the Government seems to in- 
dicate that it will have no trouble in 
registering profits for 1938 which 
will establish a record. The com- 
pany’s products equip the planes 
used by leading airplane transport 
lines all over the world. Curtiss- 
Wright motors have also played an 
important part in the development 
of the military and naval air services 
of the United States. The company 
also enjoys a satisfactory foreign de- 
mand due to their ability to produce 
products of quality which demand 
respect in all branches of aviation. 
While it is believed that profits will 
more than cover the class A divi- 
dend requirement of $2 a share, it is 
doubtful if dividends on this issue 
will exceed the 50 cents per share 
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paid annually due to the large work- 
ing capital requirements of the con- 
cern. The junior equity, due to the 
large capitalization, will probably 
not benefit from dividends, although 
earnings might possibly justify the 
action. For price appreciation pur- 
poses, however, both classes of stock 
appear satisfactorily situated. 


Ward Baking Corp. 

Will you please let me have your opinion 
of Ward Baking class “A” and “B”? 1 have 
50 shares of the “A” at 47 and 100 shares of 
“B” at 8. Now that high cost inventories 
have been worked off, are earnings on the 
upgrade?—H. R., Cincinnati, Ohio. 

Both the “A” and the “B” stocks 
of Ward Baking Corp. must be 
classed as speculative. For the ini- 
tial half of 1938, a deficit of $7.13 a 
class A share was registered against 
a loss of $4.70 in the like half of 
1937. No earnings were reported 
on the class B stock for the like 
period in either 1938 or 1937. Asa 
matter of fact, no earnings have been 
reported on this issue since 1929 
when 47 cents a share was shown. 
Large arrears on the 7% preferred, 
$24.75 as of August 1, 1938, preclude 
any possible dividend disbursements 
on the “A” or “B” stocks. As the 
class “A” precedes the class “B”, the 
latter issue is still further removed 
from possible dividends. The keen 
competitive situation prevalent in 
this industry does not make for sub- 
stantial or stable profit margins. 
Moreover. substantial decreases in 
consumer purchasing power during 
1938 has caused a decline in sales 
volume of all lines. While current re- 
tail food sales are only slightly below 
the level of a year earlier, net profit 
is drastically smaller. This must be 
attributed in a great part to higher 
taxes, higher costs for materials, and 
labor. Some betterment in the earn- 
ings picture should, of course, be 
registered due to the fact that the 
company has worked off its high 
cost inventories and is also benefit- 
ing from lower ingredient costs. 
Any betterment in the shares mar- 
ketwise depends upon constructive 
developments which are unforesee- 
able at this time. Nevertheless, in 
view of the present low prices now 
being quoted for these two equities, 
we are inclined to counsel retention 
in order to participate from any pos- 
sible betterment in the general 
market. 


Black & Decker Mfg. Co. 


1 have been pleased with the recent re- 
sumption of dividend payments on Black & 
Decker common. Is continued improvement 
ahead with the increasing demand for ma- 
chine tools? Would you say that this stock 
holds exceptional speculative possibilities? 
My commitment of 200 shares cost me 34. 

W. Y., Washington, D. C. 

The achievement of Black & 
Decker of maintaining operations in 
the black during the recent indus- 
trial depression, is indicative of the 
company’s well entrenched position 
in its field. Moreover, now that 
there has been a pick-up in business, 
profits could mount very rapidly 
from past low levels. Sight should 
not be lost, however, of the im- 
portance of foreign business con- 
ducted by the concern. It was this 
well sustained foreign demand that 
was instrumental in keeping opera- 
tions of the company in the black 
during the most recent depression. 
This condition might also explain 
in part the better profit margin, as 
a whole, shown by Black & Decker 
last year. For the nine months 
ended June 30, 1938, a profit of 59 
cents a capital share was recorded 
against $2.04 a share earned in the 
like interval a year earlier. Of cur- 
rent significance is the uptrend in 
machine tool orders. As demand for 
machine tools promises to be aided 
by increasing shipbuilding, sustained 
aircraft manufacturing and begin- 
ning of production of 1939 auto- 
mobile models, final quarter profits 
should materially swell full 1938 
earnings. Black & Decker is mod- 
estly capitalized, total outstanding 
stock consisting solely of 372,845 
shares of common stock. Moreover, 
finances of the company are strong, 
indicating that there is a possibility 
of another dividend if operations are 
as successful as now expected. In 
any event, the shares seem reason- 
ably priced and offer interesting 
speculative possibilities. 


National Dairy Products Corp. 


What is your appraisal of National Dairy 
Products common for income and price ap- 
preciation «t this phase of our recovery? Is 
the 20-cent quarterly dividend recently de- 
clared likely to be increased again to 30 
cents with wmproved conditions? I have 200 
shares at 23 and would appreciate your ad- 
vice—E. W., New York, N. Y. 


In order to check the downward 
trend of operating income due to de- 
(Please turn to page 52) 
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It is a matter of considerable encouragement 
that the general level of Production and 
Trade has for some weeks displayed notable 
resistance to an unusual number of more or less 
transient handicaps, including war scares, labor 
disturbances, hurricane and floods, and religious 
holidays. For the month of September, per 
capita Business Activity, at 79.8%, of the 
1923-5 average, was fractionally better than 
during August and less than 20% below 
September of 1937. Average for the third 
quarter was 77.3, against 69.7 for the second 
Fay 69.4 for the first quarter, and 99.2 for 
the third quarter of last year. For nine months, 
the average has been 72.1, compared with 
97.0 for the like interval a year earlier. 

* * * 

With the removal of temporary disturbances 
it may be said that practically all of the ac- 
cepted business barometers will be set for fair 
weather ahead; though a possible exception 
may be found in the price structure, which is 
wnier some pressure from continued weakness in 
Foreign Currencies, and overproduction by 
certain industries. Broadly aenilie, the Four 
Power Accord at Munich appears to have left 
American-European business relations, for awhile 
at least, about the same as before the war 
scare, with abnormal armament activities still 


(Please turn to next page) 
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Industry 





Last 
Year 


Previous 
Month 


Latest 


Date Month 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (b) 


Germany 


90.2 

83 

93.2 
108.7 
116.2 
1255 


109.6 
117 
108.0 
121.0 
91.2 
117.5 


July 92.8 
Aug. 88 

Aug. 93.6 
Aug 109.2 
July 93.2 
July 128.0 





WHOLESALE PRICES (h) 


78 1(pl) 78.1 87.4 





COST OF LIVING (d) 


Housing 

Clothing 

Fuel and Light 

Sundries 

Purchasing value of dollar. ..... 


86.5 
81.7 
86.6 
73.5 
84.1 
97.4 
115.6 


89.0 
87.3 
87.8 
77.8 
84.4 
97.0 
112.4 


85.9 
80.1 
86.6 
73.4 
84.4 
96.9 
116.4 





NATIONAL INCOME (cm)t.... 


$4,976 $5,298 $5,484 





CASH FARM INCOME? 
Farm Marketing 
Including Gov't Payments 
Total, First 8 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 

Paid (ee) 


$614 
631 ™7 
4,616 5,350 
95 118 
1292 130 


766 


78 91 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods........ : 


Aug. 





FACTORY PAYROLLS 'f)... 
(not adjusted) 


Aug. 





RETAIL TRADE 
Department Store Sales (f}... . 
Chain Store Sales (g) 
Variety Store Sales (g) 
Rural Retail Sales (j) 
Retail Prices (s) as of 


94 
1170 
121.0 
131.7 

96.6 


Sept. 86 83 

Sept. 109.0 106.0 
Sept. 115.0 109.4 
Sept. 122.4 114.2 
Sept. 89.0 89.0 





FOREIGN TRADE 
Merchandise Exportst 
Cumulative year's total f 
Merchandise Importst 
Cumulative year's totalt .... ... 


Aug. $230.6 $227.8 
Aug. 2,048.8 
Aug. 165.5 


Aus. 1,267.4 


$277.0 
2,081.8 
245.7 
2,194.3 





RAILROAD EARNINGS 
Total Operating Revenues*..... 
Total Operating Expenditures*. . 


Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return %. . .......... 


1st 8 ms. $2,251,437 
1st 8 ms. 1,783,819 
1st8ms. 226,282 
1st 8 ms. 154,712 
1st 8 ms. 79.23 
1st 8 ms. 0.99 


$2,811,571 
2,093,346 
219,583 
411,208 
74.45 

2.63 





BUILDING Contract Awards (k) 
Total t 
Residential f ' 
Public Works and Utilityt 
Non-Residential t 
Publicly Financedt 
Privately Financed t 


$285.1 
65.6 
94.5 
117.2 
107.5 
177.6 


$313.1 
99.6 
125.1 
87.3 
171.1 
142.0 


Aus. 
Sept. 
Aug. 
Aug. 
Aug. 
Aug. 





Building Permits (c) 
214 Citiest 
New York CityT 
bE SS Ren peat ge oe 


$73.4 
27.3 
100.7 


Aug. 
Aug. 
Aug. 


$74.4 
13.2 
87.6 





Engineering Contracts (En) { 


Sept. $289.7 $210.6 





CONSTRUCTION COST INDEX 
(En) 1913—100 





234.3 241.9 








(Continued from page 43) 


a threat to financial stability abroad. On the 
other hand, relief from war fears has already given 
the go-ahead signal te a number of domestic 
activities which were being held back by the 
paralyzing uncertainty. One encouraging aspect 
of the domestic situation is a prospect that next 
year's Congress will be more conservatively mind- 
ed; though still irresponsibly extravagant. 


The Department of Commerce's index of 
national income paid out during August 
showed a 1.5% gain over July, making the third 
successive monthly increase since the year's low in 
May; though the total, 4.98 billions of dollars, 
was still about 9% below last year, with payrolls 
(including Government and relief workers) show- 
ing a decline of 10%. 


According to the latest available figures, raw 
material prices are at present 11% below last 
year, wholesale prices are down 12%, retail 
prices are off 8.5%, while prices received by 
farmers are 19% lower than a yearago. Retail 
trade has been handicapped during the past few 
weeks by a number of temporaiy disturbances men- 
tioned on the preceding page; yet department 
store sales during September were only 9% be- 
low last year, against a nine months’ decline of 
10%. Wholesale trade in August was 13% 
ahead of July; but 10.5% below last year. In- 
ventories, both wholesale and retail, at the end 
of August were 13% under the like date in 1937. 
Rural retail sales during September were only 
7% below last year. Chain store sales for 
September were about 5% under a year ago. 


* % * 


Car loadings are now only 17% below last 
year, and the spread should narrow rapidly in 
coming weeks; since this year’s uptrend is now 
coming into comparison with last year's slump. 
With improving industrial activity and large crops 
still remaining to be moved, the autumn peak in 
freight traffic, normally reached around mid-Octo- 
ber, will probably not be passed this year until 
early November. Final returns for August show a 
decline below last year of only 10% in railroad 
n. 0. i., against an eight months’ drop of 62%. 


* ea * 


Continued expansion in building activity is 
one of the three main pillars which support ex- 
pectations of further substantial business recovery: 
the other two being Government deficit spending 
and prospects of a brisk revival in automobile 
sales. Engineering construction awards for 
September were 38% above last year, against a 
nine months’ gain of only 6.3%. The dollar 
value of Mortgages selected for appraisal in Sep- 
tember by the FHA was 117% ahead of last year, 
compared with a nine months’ increase of only 
58%. The construction and building sup- 
plies industries will derive a considerable amount 
of additional business from reconstruction and 
repair work in areas visited by recent floods. 
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| Latest Previous Last 
a Date Month Month aos PRESENT POSITION AND OUTLOOK 
STEEL 
acai Ingot Production in tons* Sept. 2,658 2,547 4,290 
ge Pig Iron Production in tons*....| Sept. 1,680 1,494 3,410 Barring serious interruptions from labor trouble, 
C j Shipments, U. S. Steel in tons*..| Sept. 577.7 558.6 1,048 automobile production during the current quarter 
= ; will probably run about 25% ahead of retail 
“ oi wt ig sales, to supply dealers with normal stocks of 1939 
: Factory Sales Aus. 90,484 141,437 _ 394,330 | models, Brgy ri Ma gps 09 Manchin 
the Total 1st 8 Months 1938 1,334,995 3,521,596 P a ee oe ry 
ven Retail Sales pte pe e “* — a ceueene to “ we 
Passenger Cars, U. S. (p) Aug. 127,955 148,900 306,958 SEGEE OF SOEEF PONIES FOF INE HEE Hine mentne 
sti Trucks, U. S. (p) Aug. 34,231 33,475 60,260 es 
v9 PAPER (Newsprint) 
mer Production, U.S. & Canada* (tons).| Sept. 300.3 287.7 390.0 September's rail equipment orders include 
Shipments, U. S. & Canada* (tons).| Sept. 304.7 270.7 380.4 1,079 freight cars and 11 passenger cars; 
Mill Stocks, U.S. & Canada* (tons).| Sept. 214.5 218.9 111.0 making an eight months’ total of 101 lecomo= 
tives, 9,406 freight cars and 118 passenger 
ig LIQUOR (Whisky) cars. Bookings for August consisted of 18 
Production, Gals. * Aug. 4,217 3,915 6,843 locometives and 303 freight cars. A material 
gust 
, Withdrawn, Gals. * Aug. 4,226 4,313 4,658 pick up in rail traffic will necessitate, and make 
hird 
ites Stocks, Gals. * Aug. 469,451 470,401 449,893 possible financially, considerably heavier pur- 
' hases of new and more efficient rolling stock. 
lars sy 3 
: GENERAL 
pa Machine Tool Orders (n) Sept. 117.4 120.9 210.7 or 
Railway Equipment Orders (Ry) 
Locomotive Sept. 5 18 8 ' - 
— ae a ya Be aoe Pipl iy ie par yoga ioe = 
aw Cigarette Production t Aug. 15,892 13,784 15,098 | Of July. Production for eight months was 17.7% 
et pee : above last year. Shoe prices at retail are expected 
last Bituminous Coal Production * (tons).| Sept. 32,010 28,710 39,177 ; : 
. , to remain steady for the balarice of the year; since 
tail Boot and Shoe Production Prs.* ...| Aug. 41,644 30,552 38,661 : 
: . producers are about 75% covered on their leather 
| by Portland Cement Shipments * Sept. 11,716 11,823 12,773 requirenente eb te tha Pew Veer 
tail : 
few COMMERCIAL FAILURES (c)..' Sept. 866 974 564 
nen- 
ont WEEKLY INDICATORS 
be- 
°% Latest Previous Year PRESENT POSITION AND OUTLOOK 
i Week Week Ago 
end 
st | On 2154 2139 2,980 Recent reports of a wider ssergin of decline be- 
only = low last year in electric power output are mere- 
} for TRANSPORTATION ly ‘ somewhat pie reflection refs bo — 
. Carloadings, total . © 70864 «6607928 tne | OR eee 
42.501 41.589 35.456 duction and interruptions of service, temporary in 
d : j character, which will soon give way to expanding 
: 134,537 131,789 157,527 f industrial ol aad kh hold 
re ; 31,799 32,487 33,836 demand for industrial, commercial and househo 
y in Manufacturing & Miscellaneous... . F 278,320 280,689 323,647 sins Pte ee ett 
sins L. C. L. Mdse . 8 161,573 158,576 173,516 
; R t cut of $4 a ton in sheets consumed 
maka STEEL PRICES by hn coinahiie industry, in official recognition 
ik in Pig Iron $ per ton (m) 20.61 20.44 23 25 of under-cover price shading over the past few 
)cto- Scrap $ per ton (m) 4 14.25 14.25 16.25 months, has resulted in the placement of heavy 
until Finished c per Ib. (m) 2.236 2.286 2.512 | orders by motor car makers and a sharp spurt in the 
owa | steel operating ‘ate to around 52% of capacity. 
‘oad STEEL OPERATIONS | Orders for steel during September were at least 
Tp. % of Capacity week ended (m)....} Oct. 51.5 ; 61.0 | 15% ahead of August. High wages and low 
| prices will permit only meagre profits for fourth 
CAPITAL GOODS ACTIVITY : ; 
quarter, though operating rate will move higher 
(m) week ended Oct. 65.1 88.3 | during next few weeks before autumn peak. 
ty is * * * 
Van: PETROLEUM | 
very: Average Daily Production bbls.*..| Oct. 8 3,249 3,232 3,579 | Though gasoline demand, including exports, 
\ding Crude Runs to Stills Avge. bbls.*..| Oct 8 3,205 3,235 3,388 | for the first seven months gained 1.8% over the 
bile Total Gasoline Stocks bbls. * Oct 8 68,706 68,602 66,066 all time record established during the like period 
Is for Gas and Fuel Oil Stocks bbls.*....) Oct 8 152,275 151,759 117,125 of 1937. excessive stocks of finished products 
nst a Crude—Mid-Cont. $ per bbl Oct. 15 1.02 1.22 1.27 have forced retinery prices down to a level that 
lollar Crude—Pennsylvania $ per bbl....| Oct. 15 1.68 1.68 2.35 brought Jast week, a general reduction of around 
Sep- Gasoline—Refinery $ per gal Oct. 15 061g 0614 .075%4| 10% in prices paid for crude oil. 
year, 
only +—Millions. *—Thousands. (b)—Annalist Index 1928—100. (ba)—Federal Reserve 1923-25—100. (c)}—Dun & Bradstreets. 
sup- (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)—Dept of Agric., 1924-29—100. (ee)— 
hount Dept. of Agric., 1909-14—100. (f)—1923-25—100. (g)—Chain Store Age 1929 31—100. (h)—U.S.B.L.S. 1926—100. (j)—Ad- 
_ and justed—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron Age. (n)}—1926—100. (pl)}—Preliminary. (s)—Fairchild Index, Dec., 
1930—100 (En)—Engineering News Record. (Ry)—Railway Age. 
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Trend of Commodities 


The sharp rise in commodity prices which followed the on commodity prices may be headed for a period of com- 
removal of the war threat has since shown a tendency to aes stable quotations. In the absence of inflationary 
level off. Firmness has characterized most commodity mar- rs the threat of labor difficulties, for the moment at 
kets, while conspicuous strength was shown by copper, rub- least, the need for any considerable volume of forward buy- 
ber and hides. Equally conspi ment ia Sol seaphient. ‘There te little hope of higher grain 
of lower sheet steel, crude oil and sulphur prices. In each or cotton prices; tin plate prices may be lowered; 
instance of price weakness, however, special circumstances some increase in rayon, lead and zine prices probable. 
were responsible. It is quite possible that from this point Hides and rubber should continue firm. 








COMMODITIES INDEX 1926 = 100) 


|(M. W.S. INDEX 1923-95=100) 


WHOLESALE PRICES 


(LONG TERM TREND) 


(U.S. DEPT. OF LABOR'S 


Changes in Major Commodity Price Group for the Fortnight Ended October 8, 1938 


95.7 up 0.1 
up 0.3 

down 0.4 

down 0.7 














Latest Previous Year 
Bite. “Whe cite. Wk. or Me. Ane PRESENT POSITION AND OUTLOOK 








COTTON 


Price cents per pound, closing Cotton. The latest Government crop estimate 


8.25 8.19 was 387,000 bales higher than the Sept. 1 figure. 
8.16 8.12 Prices, however, have displayed a fairly firm under- 

Oct. 8.55 8.50 tone, apparently taking their cue from the recent 
(In bales 000's) heavy cloth sales. Reports that a considerable 
Visible Supply, World é 9,392 9,070 amount of cotton is being pledged under the 
Takings, World, wk. end Oct. 362 292 Government loan program also favored prices on 
Total Takings, season Aug. 1 to.... e 3,049 2,687 the theory that loan cotton would relieve the mar- 
Consumption, U. S ; 534 561 ket of the pressure of offerings. On the whole, 
Exports, wk. end ne | 119 104 the cotton prospect is somewhat better, though 


Total Exports, season Aug. 1 to.... q 825 106 far from being definitely bullish. 


Government Crop Est : 12,212 11,825 
Active Spindles (000's) i 22,188 22,153 Wheat. The Oct. 1 crop report indicated an 


increase of only 250,000 bushels in the prospec- 
WHEAT tive wheat yield. Previously, however, private 
Price cents per bu. Chi. closing estimates had indicated a decline of about 6,000,- 
December a 653% 6414 000 bushels. Reports are current that the Gov- 

; 661% 65% ernment will ‘do something’’ for wheat; and it is 
Exports bu. (000's) since July 1 to. 46,328 42,108 quite possible that something may be forthcoming 
Exports bu. (000's) wk. end : 4,229 4,567 as a political expedient. For this reason market 
Visible Supply bu. (000's) as of . . - 8 124,269 125,161 offerings are being temporarily withheld. The 


Gov't Crop Est. bu. (000's) 3 940,229 937,000 873,993(e) likelihood of higher prices, however, has no 
statistical support. 
a 








CORN 
Price cents per bu. Chi. closing Corn. Prices have weakened under the pres- 


a f 4A 45% 5834 | sure of heavy offerings by farmers in terminal 

March i445 4634 47 markets, apparently for the purpose of providing 
Exports bu. (000's) since July 1 to. . 8 44,951 44,052 space for the new crop. The old crop carryover 
Visible Supply bu. (000's) as of . . . eS . 14S 11,318 4,146 will probably exceed 300,000,000 bushels, 
Gov't Crop Est. bu. (000's) 12,459,316 2,454,500 2,644,995(e) | further complicating the price outlook. 
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Date 


Latest 


Wk. or Mo. Wk. or Mo. 


Previous 


Year 


Ago 


PRESENT POSITION AND OUTLOOK 








Price cents per Ib. 


SOE 8. fosiee is cbr ina dase s's 
Refined Prod., Domestic (tons). . . . 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons)... . 
Refined Prod., World (tons) 
Refined Del., World (tons) 

Refined Stocks, World (tons) 


. 15 


11.250 
11.300 
45,808 
53,637 
293,080 
153,865 
190,935 
457,454 


15 


10.625 12.0-13.0 


10.70 
38,053 
48,071 

315,191 
148,908 
177,580 
494,524 


11.625 
90,980 
66,230 

144,320 
197,320 
183,900 
344,730 





TIN 
Price cents per Ib., N. ¥ 
Tin Plate, price $ per box 
World Visible Supplyt 
U. S. Deliveriest 
U. S. Visible Supply tf 


Oct. 15 
. 30 


. 30 


15 
5.35 
32,476 
4,465 
4,573 


45.375 


44.10 
5.35 
32,251 
3,775 
5,232 


501% 
5.35 
23,014 
8,245 
3,538 





LEAD 
Price cents per Ib., N. ¥ 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


» 45 


5.10 
25,547 
39,074 

140,737 


5.10 
31,488 
40,601 

154,231 


5.75 
46,965 
54,551 

103,518 





ZINC 
Price cents per Ib., St. Louis 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


. 15 


5.05 
32,328 
43,582 
30 130,743 


4.95 
32,296 
36,507 

141,997 


6.00-6.25 
50,030 
47,740 
13,520 





SILK 
Price $ per Ib. Japan xx crack 
Mill Dels. U. S. (bales), season to. . 
Mill Deliveries U. S. (bales) 
Visible Stocks N. Y. (bales) as of. . 
Visible Stocks, World (bales) as of. 


15 1.85-1.90 
1 109,941 

38,844 
30 40,711 
30 142,511 


1.84-1.89 
71,097 
38,504 
39,747 
135,347 


1.74-1.79 
101,328 
36,372 
43,957 
152,857 


Copper. Coincident with the release of Sep- 
tember statistics, copper prices were advanced to 
1114 cents. Further improvement occured in the 
statistical position over the past month. World 
stocks of refined copper dropped 37,000 tons 
and domestic stocks declined 22,111 tons. 
World deliveries were the largest since June, 
1937. Domestic production is being stepped up 
but somewhat higher prices may be in order. 

* * 7 


Tin. Prices have recovered to above 45 cents 
on active demand. World supplies are still 
heavy but a better balance between supply and 
demand promises to be helped by rising con- 
sumption. Talk is again being heard of reduction 
in domestic tin plate prices. 

= « 


Lead. Strength in the London market prob- 
ably foreshadows an early increase in domestic 
lead prices. Demand is vigorous and September 
statistics will doubtless reveal further improvement 
in the metal’s position. 

aa 


* 


* * 


Zine. Strength in foreign markets was fol- 
lowed by an advance in domestic zinc prices to 
5.05 cents. Galvanized sheet production con- 
tinues to hold its gains at 65 per cent of capacity. 
These are the best levels this year and not much 
lower than last year at this time. Price trend up. 

« * 


© 
Silk. Domestic consumption of silk in Sep- 
tember reached the largest volume since April, 
1937. Reflecting an increase of 4,000 bales in 
imports, stocks at the end of the month showed a 
slight increase. Hosiery production continues 
to run behind last year but other consumers have 


apparently more than made up the deficiency. 
* « * 





RAYON (Yarn) 
Price cents per Ib 
Deliveries (a) 
All Rayon—Month's Supply 


WOOL 


Price cents per Ib. territory fine... . 


HIDES 
Price cents per Ib. hvy. native Chi.. 15 
Visible Stocks (000’s) as of 31 
No. of Mos. Supply as of “at 


RUBBER 
Price cents per Ib 
OES oS ESE rr 
Consumption, U. S.f............. 
Stocks, U. S., as of 
Tire Production (000's) 
Tire Shipments (000's) 
Tire Inventory (000's) as of . 31 


COFFEE 
Price cents per Ib. (c) 
Imports (bags 000’s) 
Imports, season to 
U. S. Visible Supply (bags 000's). . 


SUGAR 
Price cents per Ib. 
Domestic No. 3 Nov 
Duty free delivered 
Refined (Immediate Shipment). . . 
U. S. Deliveries (000's)* 
U. S. Stocks (000's)* as of (f) 


Rayon. Deliveries declined moderately in 
September but were in excess of production, 
with the result that stocks showed a sizable reduc- 
tion. Higher prices could be readily supported. 

” 7” * 


Wool. Prices have been firm and sentiment in 
the trade has improved considerably. Buyers, 
however, are limiting purchases to immediate 
18.0 needs. Prices could work moderately higher. 


14,680 
7.6 


63.0 





0.5 





tS 68-70 95-97 





14.0 
13,358 
7.6 


13.0 
13,865 


8.8 Hides. Hides continue to work into a stronger 


statistical position. Raw stocks are 640,000 
hides lower than at the beginning of the year and 
finished stocks are down 1,429,000 hides. Tan- 
ners may be compelled to enter the market to 
replenish depleted stocks. Seasonal factors, how- 
ever, may limit further price advances. 

* 


* * 

Rubber. Speculative activity coupled with 
growing industrial demand are reflected in pro- 
nounced strength in rubber prices. Tire ship- 
ments in September were probably higher than a 
at a year ago; inventories probably increased in anti- 
» 15 ™ rie. Th-8 cipation of automotive demand. 

‘ “ * « 
: om Coffee. Reports that Brazil will meet African 
: competition by releasing larger supplies of low 
grade sacrifice quotas dampened trading ardor. 
Consumption showed a further gain last month. 
< ” * 





18 
56,049 
43,945 

186,193 
3,983 
4,889 

10,813 


17% 
31,099 
38,170 

277,463 
3,353 
3,947 
8,201 


15 17% 
37,374 
37,823 
30 276,586 
4,093 
4,046 
8,330 








2.20 
3.10 
4.715 
4,194 
1,287 


Oct. 15 
Oct. 15 
Oct. 15 
1st 8 mos. 
Aug. 31 


Sugar. Refined prices are at the best levels 
since early in the year. Consumption has in- 
creased encouragingly in recent weeks and 
further gains would release considerable demand 
from retailers to replenish stocks. 


3.15 
4.85 
4,184 
913 














(c)—Santos No. 4.N. Y. (e}—1937 Harvest. (f)}—Refiners’ stocks of raw and refined. 


(a}—Expressed in % (1923-25—100. 
t—Long tons. *—Short tons. 














OCTOBER 22, 1938 








Banking 


Mooney and 





Previous Year 


Week 


Latest 


Date Week COMMENT 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥ 


ET 114% 
.17 %i% 
AT 1% 
Re fr | 1% 


1%4% 
Ye-1% 








CREDIT (millions of $) 

Bank Clearings (outside N. Y.)..... 

Cumulative year's total to 

Bank Clearings, N. Y. 

Cumulative year's total to 

F. R. Member Banks 
Loans and Investments 
Commercial, Agr., Ind. Loans. . . 
Brokers Loans 
Invest. in U. S. Govts 
Invest. in Govt. Gtd. Securities... 
Other Securities 
Demand Deposits 
Time Deposits 

New Yerk City Member Banks 
Total Loans and Invest 
Comm’! Ind. and Agr. Loans... . 
Brokers Loans 
Invest. U. S. Govts 
Invest. in Gov't Gtd. Securities... 
Other Securities 
Demand Deposits 
Time Deposits 

Federal Reserve Banks 
Member Bank Reserve Balance... 
Money in Circulation 
Gold Stock 
Treasury Currency 
Treasury Cash 
Excess Reserve 


2,283 
88,499 
3,343 
121,839 


_— i oe 


21,189 
3,896 
631 
8,055 
1,679 
3,215 
15,396 
5,175 


ViVMIiMuU»wnuu 


1,199 
1,454 
513 
2,891 
800 
1,183 
6,597 
622 


ook ek oh dk ok ot ok ok 
NNNNNNN ND 


8,400 
6,667 
13,869 
9,744 
2,812 
3,050 


—_ ot 
Norv 


103,854 
3,885 
145,751 


21,975 
4,828 
1,178 
7,911 
1,131 
2,961 

14,628 
5,289 


8,151 
1,956 
968 
2,806 
391 
985 
5,948 
720 


6,919 
6,585 
12,784 
2,601 
3,634 
992 





NEW FINANCING (millions of $) 
Corporate 
New Capital 
Refunding 





Latest 
Month 


110.0 
60.9 
49.1 


Year 


Ago 


152.9 
113.5 
39.4 





Of the 101 Federal Reserve Member 
Banks, those outside of New York City recorded 
an increase of $4,000,000 in loans to business, _ 
industry and agriculture in the week ended Oct. 5. 
Since the end of August these banks have shown 
an aggregate increase of $43,000,000 in com- 
mercial loans. During the same period New 
York City Banks showed a decrease of $33,- 
000,000 in loans. In the week ended Oct. 11, 
however, New-York City banks reported an in- 
crease of $8,000,000 in commercial loans, with 
the total now standing $11,000,000 above the 
August 3 low. Broadening market activity was 
reflected in an increase of $16,000,000 in loans 
to brokers. The latest Federal Reserve Bank 
statement featured an increase of $131,000,000 
in demand deposits raising the total to a new 
record high and $26,000,000 higher than the 1937 
peak. The increase is accounted for principally 
by Treasury disbursements and the substantial gain 
in foreign deposits in recent weeks. Emphasiz- 
ing the concentration of funds in New York City 
is the fact that while total excess reserves are about 
$100,000,000 under the July 13 high, excess 
reserves of New York City are at the highest level 
ever recorded. 


Although the volume of new capital flotations 
has fallen off somewhat during the past week, this 
is likely to prove to be no more than a temporary 
lull. A number of large issues are scheduled 
for early offering and it has been estimated that 
some $500,000,000 of new financing is being 
planned. 








POSITION OF FOREIGN BANKS 





Oct. 12, 1938 


Oct. 13, 1937 


COMMENT 














BANK OF ENGLAND 
Circulation 
Public Deposits 
Private Deposits 
Bankers Accounts 
Other Accounts 
Government Securities 
Other Securities 
Discount and Advances 
Securities 
Reserve Notes & Coin 
Coin and Bullion 


£496,382,000 
28,267,000 
131,438,000 
94,859,000 
36,579,000 
114,531,000 
31,407,000 
9,554,000 
21,853,000 
31,418,000 
327,779,000 


£489,859,000 
28,060,000 
129,334,000 
92,921,000 
36,413,000 
105,088,000 
29,685,000 
9,248,000 
20,437,000 
38,286,000 
328,145,000 








BANK OF FRANCE 
Gold Holdings 
Credit Balances Abroad 
Bills on France 
Wheat Office Bills 
Advance Against Securities 
Note Circulation 
Credit Current Accounts 
Temp. Advs. to State 
Gold on Hand to Sight Liabilities. . 





Oct. 7, 1938 
Fr.55,808,000,000 
734,000,000 
17,361 ,000,000 
1,054,000,000 
3,987,000,000 
118,290,000,000 
23,707,000,000 
50,1 33,000,000 
39.30% 


Oct. 8, 0937 
Fr.55,805,000,000 
17,000,000 
10,473,000,000 


3,983,000,000 
90,991 ,000,000 
19,185,000,000 
26,918,000,000 
50.65% 





The level of general business activity in Great 
Britain has been maintained on a remarkably even 
keel during the past five months, notwithstanding 
the slump in foreign trade and automobile industry. 
As has been the case for some time, however, 
building activity has been the principal sustaining 
factor. Scheduled to take place later this month 
is a meeting of important commercial interests to 
discuss ways and means to revive Great Britain's 
export trade and in some measure offset the heavy 
balance of imports necessary to meet armament re- 
quirements. 

* * * 

The Daladier government is again confronted 
with the imminent and heroic task of restoring the 
internal economic vitality of France. Recent 
events have emphasized to the French populace 
that a nation, lacking confidence in its own finan- 
cial stability and with industry hobbled by the 
shackles of unsupportable social and labor legis- 
lation is fully as vulnerable to foreign aftack as it 
would be if it was lacking in adequate defense 
armaments. Heavy sacrifices are likely to be re- 





quired of both labor and capital. 
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POSITION OF FOREIGN BANKS—Continued 











GERMAN REICHSBANK 
Gold and Bullion 
Of Which Deposits Abroad 
Reserve in Foreign Currency 
Bills of Exchange & Checks 
Investments 
Other Assets 
Notes in Circulation 
Other Daily Matured Obligations. . 
Other Liabilities 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation 


Oct. 7, 1938 
Rm.70,773,000 
10,601,000 
5,681,000 
7,337,352,000 
848,264,000 
1,090,712,000 
7,540,800,000 
888,024,000 
371,479,000 


1.01% 


Oct. 7, 1937 
Rm.70,081 ,000 
20,055,000 
5,864,000 
5,285,420,000 
397,376,000 
780,339,000 
5,035,498,000 
745,236,000 
283,967,000 


1.50% 


| 
| 





BANK OF CANADA 
Reserve Gold, Coin & Bullion 
Silver Bullion 
Reserve in Sterl. & U. S. Dollars... . 
Subsidiary Coin 
Dom. & Prov. Gov't Short Term 
Securities 
Other Dom. & Prov. Securities 
Other Securities 
Note Circulation 
Deposits—Dom. Gov't 
Chartered Banks 
Res. to Note & Dep. Liabilities... . 





Oct. 12,1938 
$181,595,000 


33,522,000 
228,000 


157,059,000 
46,492,000 


181,799,000 
25,135,000 
212,900,000 
51.15% 


Oct. 13, 1937 
$179,449,000 
2,647,000 
29,708,000 
133,000 


71,110,000 
96,253,000 
3,712,000 
163,478,000 
35,659,000 
181,787,000 
55.54% 


| 








Although Germany's economic welfare and 
prestige has been greatly enhanced by the annexa- 
tion of Sudeten territory, there is little likelihood 
thatG y'sb will obtain any early relief 
from the heavy burden of taxes. If the nation 
is to continue its huge public works and rearma- 
ment programs, the only alternative to higher 
taxes would be some form of inflation. Like 
everyone else in Germany, however, business will 
have very little to say in its own behalf. 





* * * 


Business recovery in Canada appears to be 
gathering increasing momentum. Grain is moving 
to market and wheat exports have turned up sharp- 
ly. Foreign trade has been brisk and internal 
retail trade has recently shown slight improvement, 
with the best gains being registered in the agri- 
cultural areas. Canadian industries are slated to 
receive increasingly large armament orders’,from 
Great Britain. 








FOREIGN EXCHANGE IN DOLLAR TERMS 








Quotations in cents and decimals of 


in dollars and cents. 


Demand 


a cent except pound sterling which is Oct. 14 


Year Ago 


Cables 


Oct.14 Year Ago 


COMMENT 








Country and Par 

Great Britain ($8.2397 a sov.)....... 
Belgium (16.9502c a belga) 
Czechoslovakia (5.51¢ a crown) 
Denmark (45.374c a krone) 

Finland (4.264c a finmark) 

France (par not definite) 

Germany (40.33c a mark)** 
Germany (benevolent mark) 

Germany (travel mark) 

Germany (emigrant mark)t 

Germany (kredit mark)t 

Greece (2.197¢ a drachma) 

Holland (par not definite) 

Italy (5.2634¢c a lira)§ 

Norway (45.374c a krone) 

Poland (18.994c a zloty) 

Rumania (1.012c a leu) 
Spain (Burgos peseta)T 
Sweden (45.374c a krona) 
Switzerland (par not definite) 
Yugoslavia (2.981¢ a dinar) 
Shanghai dollars (unsettled) 
Hongkong dollars (unsettled) 
India (61.798c a rupee) 
Japan (84.39c a yen) 
Sts. Settlements (96.139c a dollar).... 
Argentina (71.87c a paper peso) q. .. 
Argentina (71.87c a paper peso)**... 
Brazil (20.25c a paper milreis)** 
Chile (20.599c a gold peso) 
Colombia ($1.645 a gold peso)**.... 
Mexico, peso (unsettled) t 
Peru (47.409c a sol)t 

Uruguay ($1.751 a gold peso) { 
Uruguay ($1.751 a gold peso)**f.... 
Venezuela (32.67c a bolivar) 4 
Venezuela (32.67c a bolivar)** 








4.135% 
16.911 
3.4419 


21.14 
2.10 


4.96% 
16.851 

3.501%4 
22.15 

2.20 


2.46% 
40.0714 


18.85 
21.35 
4.65 
4.85 
0.87 
54.44 


5.26%4 
23.791 


18.87 

0.74 
10.00 
24.40 
22.65 


2.33 


15.75 


29.3114 


35.44 
27.62 
jos Se Ae 
24.98 
31.59 

5.90 

5.19 
56.98 
20.75 


21.37% 


41.00 
62.33 
31.50 


23.01% 
2.33%4 
29.55 
31.08 
37.48 
28.91 
58.30 
30.03 
33.07 
5.80 
5.19 
56.90 
27.80 
25.25 
58.00 
79.15 


31.62% 


4.135% 
16.911 
3.441 
21.14 
2.10 
59.64% 
40.07% 
18.85 
21.35 
4.65 
4.85 
0.8714 
54.44 
5.2614 
23.79% 
18.87 
0.74 
10.00 
24.40 
22.65 
2.33 
15.75 
29.3114 
35.44 
27.62 
55.25 
24.98 
31.59 
5.90 
5.19 
56.98 
20.75 
21.371 
41.00 
62.33 
31.50 
31.621 


16.8514 
3.5014 
22.15 


| 


4.961, 





Continued weakness in sterling in terms of the 
dollar, following the removal of the war threat, 
can only be attributed to the serious decline in the 
export trade of Great Britain and the mounting un- 
favorable trade balance. Heavy imports for 
armament purposes are partially responsible for 
this situation but there is also rather convincing 
evidence that Great Britain has lost ground com- 
petitively in world markets, particularly in South 
America. Other countries which formerly were 
important customers for British manufactured goods 
have in recent years developed their own manu- 
facturing industries. To some extent at least 
Great Britain has permanently lost a portion of 
her export market. Some promise of improve- 
ment, however, is offered by the impending An- 
glo-American trade agreement. Plans are also 
being considered in London involving substantial 
loans to other countries in return for export con- 


cessions. 
* oT o 


The strained financial position of France has 
apparently given rise to rumors that Daladier will 
propose a revaluation of the nation's gold reserve. 
This move would yield 33,000,000,000 francs 
and cancel a substantial part of the Government's 
debt of $50,133,000,000 francs to the bank of 
France. It is also thought possible that France 
may resort to some form of financing or a capital 
levy. Drastic measures are called for and may 
well be forthcoming. 











+—Nominal quotations, 


§—Free rate. 


**_Offical rate, 


§—Travel Lira 4.75c, 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1937 Indexes 1938 Indexes 
No. of 
High Low Issues (1925 Close—100) High Low Oct.1  Oct.8 Oct. 15 
122.0 54.3 330 COMBINEDAVERAGE 72.4 44.2 65.6 70.5 72.4h 
253.3 111.4 5 Agricultural Implements... 133.9 88.5 1160 120.1 120.5 
72.6 34.0 6 Amusements........... 43.8 24.7 41.3 43.8h 41.8 
146.6 52.1 16 Automobile Accessories. 85.4 43.1 82.1 82.8 85.4h 
30.1 8.9 12 Automobiles........... 14.0 7.0 12.7 14.0h 13.6 
178.0 173.4 9 Aviation(1927Cl—100) 130.4 75.2 111.2 118.1 130.4h 
28.5 9.3 3 Baking (1926 Cl.—100).. 16.1 8.9 13.9 14.6 14.7 
308.6 135.4 3 Business Machines....... 203.3 120.2 186.3 190.7 1949 
247.7 132.6 9Chemicals.............. 170.8 111.6 154.7 169.4 170.8h 
88.3 32.9 18 Construction............ 48.6 25.6 45.1 48.5 48.6h 
361.0 193.4 5 Containers.............. 245.0 173.8 230.0 243.7 245.0h 
217.3 75.3 9 Copper & Brass......... 129.6 60.0 101.4 115.0 129.6h 
43.0 24.5 2 Dairy Products.......... 28.0 21.8 23.5 25.9 25.9 
42.7 15.2 9 Department Stores ...... 25.8 12.2 23.7 25.7 25.8 
108.8 45.2 9 Drugs & Toilet Articles... 56.4 40.1 50.4 54.0 53.7 
388.4 182.6 2 Finance Companies...... 306.5 158.1 278.2 299.1 306.5h 
71.9 37.5 17 Food Brands............ 73.8 33.3 57.3 66.5 73.8h 
"53.2 25.9 4 Food Stores...........-- 30.2 20.5 25.2 26.6 28.3 
122.3 46.4 4 Furniture & Floor Covering 69.1 36.9 66.1 69.1h 69.1 
1160.6 894.0 3 Gold Mining........... 1262.1 953.7 1213.8 12160 12149 
58.6 25.8 6 Investment Trusts........ 32.1 21.1 28.6 30.2 31.4 
317.8 167.2 4 Liquor (1932 Cl—100).. 197.6 140.7 178.1 194.9 197.6h 
209.8 97.8 9Machinery...........-- 133.5 77.6 120.6 126.3 133.5h 
104.3 53.8 2WMail Order............ 85.8 49.1 77.4 82.5 85.8h 
109.6 47.5 4 Meat Packing........... 56.5 36.5 47.7 51.9 54.1 
334.1 138.6 15 Metals, non-Ferrous...... 195.9 116.0 163.0 178.2 195.9h 
26.5 Fe 8 RE ate ere 11.6 5.8 10.1 11.1 11.0 
158.8 90.8 23 Petroleum.............. 113.0 76.2 99.4 97.0 95.5 
114.9 50.5 18 Public Utilities.......... 64.6 38.8 ot.3 54.2 64.6h 
31.7. 13.3 4 Radio (1927 Cl.—100)... 18.2 10.3 16.9 18.2h 18.2 
112.9 37.7 9 Railroad Equipment...... 49.4 28.2 42.2 48.4 48.9 
48.6 16.2 23 Railroads............... 18.6 10.6 15.2 17.6 17.0 
28.5 Bg ae nee ene 9.5 4.7 7.7 7.3 8.9 
87.6 34.9 3Shipbuilding............ 65.9 36.1 51.5 61.3 65.9h 
165.6 69.6 13 Steel &lron............ 85.8 55.2 77.8 84.2 85.4 
rf ay ey eae eee 95.7 17.4 21.1 24.2 24.0 
171.2 118.6 NE 8. 5 oy le 5's 5s 169.1 448.6 165.5. 445:5. 150.7 
85.3 43.2 3Telephone & Telegraph... 60.0 37.6 56.3 60.0h 57.2 
Dt BD B53 FT Peas ccs ce oscegs 49.7 27.9 43.1 46.5 46.5 
29.2 10.7 A4Tires & Rubber.......... 19.7 10.0 17.4 19.0 19.7h 
99.4 68.3 4Tobacco............... 84.3 63.8 81.6 83.9 83.3 
20.0 206 ~ 5 tection... .. oes. 33.7 15.6 27.8 33.7h 39.5 
346.8 157.7 4 Variety Stores.......... 223.9 146.0 2059 215.5 223.9h 
Bt AA ae 22 Unclassified (1937 Cl— 
WOES Sirs es bad ares 134.0 84.7 120.2 128.4 127.9 
h—New HIGH this year. 
DAILY INDEX OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. | ——50 Stocks—— 7 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, Oct. 3.... 70.54 144.29 27.54 102.09 100.16 1,462,030 
Tuesday, Oct. 4.... 70.57 144.23 27.67 101.74 100.55 947,780 
Wednesday, Oct. 5. 71.41 148.32 29.49 105.06 101.40 2,235,910 
Thursday, Oct. 6.... 71.67 148.10 29.88 106.50 104.20 2,451,060 
Friday, Oct. 7...... 71.86 148.41 30.14 105.70 104.01 1,464,560 
Saturday, Oct. 8.... 72.12 149.75 30.91 106.24 104.95 1,113,130 
Monday, Oct.10.. 72.32 149.55 30.53 106.44 104.97 1,663,960 
Tuesday, Oct.11... 71.87 149.41 30.44 106.28 104.76 1,534,000 
Wednesday, Oct. 12 HOLIDAY 
Thursday, Oct. 13... 72.20 152.46 31.50 108.19 105.95 2,360,520 
Friday, Oct.14.... 71.87 151.45 31.13 108.05 106.39 — 1,953,900 
Saturday, Oct. 15... 71.97 151.96 30.86 107.75 106.76 1,468,810 
STOCK MARKET VOLUME 
Week Ended Oct. 15 Week Ended Oct. 8 Week Ended Oct. 1 
8,981,190 9,674,470 7,642,670 
Total Transactions Same Date Same Date 
Yearto Oct. 15 1937 1936 
220,073,843 318,430,128 379,141,740 








COMMENTS 


On an expanding volume of transac- 
tions, our weekly Combined Average of 
330 active common stocks and 22 of its 42 
industrial subgroups advanced to new highs 
for the current year, during the fortnight 
ended October 15. Volume, which 
amounted to only 6.8 million shares, during 
the two weeks ended September 10, ex- 
panded to 12.7 millions during the follow- 
ing fortnight, and reached 17.3 millions for 
the two weeks ended October 15, in spite 
of closing for Columbus Day. 


* * * 


The Combined Average, on Oct. 15, 
stood at the highest level since Oct. 2, 
1937. From an investment, or semi-long 
pull viewpoint, 11 groups since our last 
issue demonstrated greater strength than the 
general market by rising to levels estab- 
lished prior to Oct. 2, 1937. Foremost 
among these star performers was the Food 
Brands group which, owing chiefly to a 
further rise in Loft, Inc., reached the best 
level since July 15, 1937. Other “bench 
marks"’ mentioned in the following notes 
refer to dates in 1937. 


* * * 


Construction was the second strongest 
group, reaching the highest level since 
July 4. Next came the Aviation shares 
(whose revived leadership was noted in our 
last issue), which advanced to the best levei 
since Aug. 21. Next came Shipbuild- 
ing, lifted by the Administration's prepared- 
ness plans to the highest level since Aug. 
28. Finance Cos., Mail Order, Tel. & 
Tel., Tires and Traction groups reached the 
best levels since Sept. 4. Coppers aver- 
aged the highest since Sept. 11, in sym- 
pathy with rising prices for the metal. Var- 
iety Stores were best since Sept. 18. 


* * * 


Tires were stimulated -by recent price 
advances. Tractions benefited by the 
thought that New York voters next month 
may ratify a constitutional amendment to 
facilitate unification. Four groups—Auto- 
mobile Accessories, Chemicals, Machinery 
and Non-ferrous Metals—reached the same 
bench mark as the Combined Average; 
while the 27 remaining groups failed to 
meet this test of longer range merit. 


The Petroleum and Sulphur groups, de- 
pressed by price cuts on their respective 
commodities, displayed the greatest short 
range technical weakness, by declining in 
an advancing market during the fortnight 
ended Oct. 15. Attention was drawn in 
this column about two months ago to the 
loss of leadership by the Sulphur group; 
but the economic reason for this did not 
develop until later when reductions in sul- 
phur prices were announced. 
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(] Check here if you wish Air 
Mail and it will expedite delivery 
of our weekly and special bulle- 
tins. 


FREE in all such cases in the 


We serve 
capacity, 
securities and have no financial 
interest in any issue or brokerage 
house. 
growth of your capital and in- 
come through counsel to minimize 








What Subscribers 
Say— 


These testimonials were entire- 
ly unsolicited. There are hun- 
dreds of such letters on file. 


J. W. B. of Oklahoma— 


“I am very well pleased with 
your service. In ten days, you 
have already earned for me the 
price of my subscription.” 


O. M. B. of Washington— 


“Enclosed please find check to 
cover my renewal subscription. 
The advice and care you are giving 
are quite satisfactory.” 


Mrs. N. F. F. of Rhode Island— 


“For some time I have been con- 
templating subscribing for a fin- 
ancial service and, after weighing a 
large number, I have decided that 
yours will benefit me most.” 


H. L. H. of Peru— 


“T would like to mention that 
you can count me as a permanent 
subscriber to your service. I would 
suggest you advise me, say one 
month before my __ subscription 
lapses, in order not to miss the 
advantages of your service.” 


G. S. W. of Canada— 


“Have found your Longer Term 
recommendations secure good prof- 
its and income. I like your various 
programs which I am following.” 


J. C. H. of Connecticut— 
“Your service is tip-top of its 
kind. You have steered me straight 
several times, and I appreciate it.” 
L. V. C. of Florida— 
“Your service is excellent.” 
M. A. of Massachusetts— 


“Your service has been very 
satisfactory.” 
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FOR PROFITS 


19114 points profit. with only 2014 points loss . . . a ratio of almost 10 to 1 
. .- have been available through our short-term and longer term recom- 
mendations of the past six months . . . concrete evidence of the accuracy 
of our counsel in the volatile transitional period from a bear market to 
a bull market. 


This record includes 2414 points profit on Aluminium Ltd., 20 on General 
Cable pf., 1634 on Monsanto Chemical, and many other stocks with profits 
of 5 to 15 points. 


Now, during this second phase of the recovery . . . when further price 
appreciation will be determined largely by earnings and prospects .. . we 
look forward to continuing this profit record for our clients. An out- 
standing opportunity to build up your capital, such as existed in the fall 
of 1935 and during 1936 is, we believe, open to the astute trader and 
investor. The remainder of this year and 1939 should offer similar profit 
possibilities. 
Forecast Counsel Essential 


Forecast counsel can be of inestimable value to you throughout the profit- 
making period ahead. Through our recommendations, you will be advised, 
what and when to buy and when to sell. You will be guided in following 
a balanced market and investment program according to your capital, 
wishes and objectives. 


Put our corps of market specialists to work for you . . . let them uncover 
profitable situations, analyze conditions, weigh the possibilities and . . . 
once a recommendation is made .. . study daily the action of the security 
until the time comes to close it out. Only 15 points profit on even a 10 
share commitment will more than cover the cost of our service for a full 
year and this may readily result from our first recommendations to you. 


Mail the coupon below today to receive our current recommendations and 


new selections as made. 


Your attention is directed to our Unusual Opportunities. 
This program is conducted to enable you to profit through 
the growing demand for sound, low-priced common stocks. 
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Answers to Inquiries 





(Continued from page 42) 


creases in volume sales, National 
Dairy Products instigated several 
economies during the early part of 
1938. As a result of this, costs of 
sales and expenses held earnings at 
a rather stable figure. For the initial 
half of 1938, 72 cents a share was 
earned on the common issue, against 
76 cents a share a year earlier. If it 
had not been for an increase in taxes 
of approximately $850,000, it is be- 
lieved that the earnings of 1938 would 
have been a few cents larger than 
those of 1937. Due to a betterment 
in the competitive situation in the 
metropolitan markets, profit margins 
on fluid milk sales widened during 
1938. Good earnings have also been 
obtained from the company’s line of 
cheeses and well known brands of 
ice cream. Although an increase of 
144 cents a quart in price of milk 
was put into effect September 1, 
1938, it is not likely that this will 
materially affect the earnings pic- 
ture of National Dairy. Never since 
the company was incorporated in 
1923 has a deficit been reported nor 
have they failed to make a disburse- 
ment on the common issue. It was 
deemed expedient, however, to de- 
crease the rate from 30 cents quar- 
terly to 20 cents quarterly because 
the company needed larger inven- 
tories and a larger cash working 
‘apital. Although earnings so far 
this year have amply covered the 
common dividend rate and the good 
financial position maintained, it will 
be left to the discretion of the direc- 
tors to determine when it is advis- 
able to resume the former dividend 
rate. In the meantime (even at the 
reduced dividend rate), the shares 
still afford you with a fair yield and 
we would counsel retention. 





Warner Bros. Pictures, Inc. 


Does the present price of 6° for Warner 
Bros. common discount all of the adverse 
factors in the situation? Is appreciation 
probable now based on the seasonal prospect 
and estimated earnings of around 70 cents 
for the year? Should I continue to hold 200 
shares bought at 16%4?—A. M., Los Angeles, 
Cal. 


The fourth quarter of Warner 
Bros. fiscal year includes the months 
of June, July and August and, as a 
consequence, is seasonally the poor- 


est of the year. Thus. while earnings 
of 81 cents a share were recorded 
for 39 weeks ended May 28, 1938, 
it is estimated that profits for the 
full fiscal term will be around 70 
cents per common share. This is 
caused by the belief that the final 
quarter operations resulted in a loss. 
Moreover, the rise of approximately 
20% in film amortization without 
corresponding betterment in oper- 
ating revenue is continuing to re- 
strict profit margins. On the other 
hand, the outlook for the first part 
of the new fiscal year which began 
September 1 has improved due to 
the amortization of high cost pic- 
tures. The emphasis which is being 
placed on lower cost production 
should enable the company to check 
somewhat the decline in revenues 
experienced during the fiscal year of 
1938. Even though next year opera- 
tions seem a little more hopeful, 
there is little to indicate that any 
dividends can be paid on the com- 
mon issue. Settlement of the divi- 
dend arrears on the preferred 
amounting to $25.0214 per share as 
of September 1 will have to wait the 
reduction of bank loans and other 
corporate requirements. The exten- 
sion plan for the maturity of the % 
debentures until 1948 indicates that 
it will be a long time before the 
common issue obtains any invest- 
ment appeal. A constructive fac- 
tor, of course, is the upward trend 
currently being experienced in busi- 
ness in general. This should result 
in larger consumer purchasing 
power, thus larger attendance to the 
movies. Nevertheless, the heavy 
cost burden which the industry must 
carry will continue to restrict any 
large earnings growth. Frankly, we 
‘an attribute but little speculative 
appeal to the common shares and 
recommend retention of holdings 
only in small amounts. 





Mathieson Alkali Works, Inc. 


Supplying the needs of several manufac- 
turing industries, do you think that Mathie- 
son Alkali common offers good price enhance- 
ment prospects at this time? I have 106 
shares at 40 and contemplate buying 106 
more to average on my investment. What 
would you advise?—D. B., Dallas, Texas. 


As yet, Mathieson Alkali has not 
reflected the improvement in busi- 
ness which has been registered by 
the majority of its customers. How- 
ever, June sales of the company were 


the largest since October of 1937 
and it is anticipated that third 
quarter profits of the company will 
be substantially better. Most of the 
company’s outlets decreased their 
inventories to a large extent and 
have continued to do so even in the 


face of better business. However, 
due to the smallness of the inventory 
now on hand, Mathieson can well 
look forward to a satisfactory im- 
provement in earnings over the re- 
mainder of the current term. It is 
certainly felt that the third quarter 
results will be materially ahead of 
18 cents per share sustained during 
the June quarter and that final 
quarter profits may well continue 
the improvement. For the initial 
half of the current term, profits of 
only 34 cents per share were recorded 
as against $1.01 per share sustained 
during the initial half of 1937. An- 
other interesting factor is that the 
company is virtually free of raw ma- 
terial and labor problems which has 
enabled it to exercise a close control 
over operating costs. For the full 
year 1938, it is doubtful if earnings 
will be able to cover the $1.50 divi- 
dend rate. Nevertheless, the strong 
financial position of the concern in- 
dicates that the full dividend rate 
will be paid to common shareholders. 
Capitalization of the concern is ex- 
tremely simple, there being no 
funded debt outstanding and only 
828,181 shares of common which is 
preceded by only 23,777 shares of 
7% cumulative preferred. Taking 
into consideration the expected con- 
tinuation of better business activity, 
we must believe that the shares of 
Mathieson are selling at a discount 
from their true worth. Naturally, 
therefore, retention of your holdings 
as an interesting speculation in the 
industry is advised, although aver- 
aging at the expense of the rest of 
your portfolio is not advised. 





As the Trader Sees Today's 
Market 





(Continued from page 33) 


the other. The stocks in which this 
was going on registered a net gain 
of 60.9% between June 18 and Octo- 
ber 8, while those not so aided 
showed a gain of 39.5%. 

Specific examples would make this 
even clearer. Chrysler went from 
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41 to 80 while the short interest in 
the stock was being reduced from 
102,051 to 42,116 shares. Chesa- 
peake & Ohio provided an interest- 
ing exception, since it rose from 22 
to 35 even though the short interest 
at the end of September was larger 
by 6,000 shares than at the end of 
May. In this case there was un- 
doubtedly selling against the ex- 
pected receipt of stock through 
Alleghany-Chesapeake Corp. hold- 
ings. Westinghouse gained 40 points 
while the shorts were covering some 
30,000 shares, or three-quarters of 
their former positions. U.S. Rubber 
has been a star performer with a 
bear following somewhat more stub- 
born than the average. All in all, 
the most colorful actors in the drama 
of the market are to be found, as 
would be expected, among the issues 
which have absorbed the attention 
of the shorts to the greatest extent. 





Chain Stores on the Way 
Back 








(Continued from page 13) 


Kress, all above 1929 last year; and 
McCrory, Woolworth, Kresge, all 
below 1929 last year. McCrory had 
the benefit of a bankruptcy reorgan- 
ization completed some time ago. 
Out of the variety group, the per- 
formance of the Murphy chain of 
200 stores, chiefly in Pennsylvania, 
West Virginia, Maryland and Ohio, 
has been outstanding. With 153 
stores in 1929, sales were $15,726,000 
and net profit was $897,000. With 
200 stores last year sales were $42,- 
522,000 and profit was $3,007,000. 
The report showing record high 
Murphy sales and net last year pro- 
vides some illuminating figures on 
cost increases in chain merchandis- 
ing. Total taxes for the year were 
$1,370,938, or 31.3% of earnings be- 
fore taxes, against $1,165,000 in the 
preceding year. Total tax levy per 
store was $6,850 against $5,975 in 
1936, an increase of about 10%. But 
salaries and wages were $1,200,000 
more than in 1936, an increase of 
20%. Advanced labor costs were 
due partly to higher salaries vol- 
untarily granted to salesgirls and 
partly to state wage and hour leg- 
islation affecting portions of this 
chain. The dollar increase in taxes 
for the year was $205,938; that in 
wage costs $1,200,000 or nearly 
six times greater. Relative to vol- 
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ume, the company’s problem of in- 
creased costs is certainly proportion- 
ate to that of its larger competitors. 
As the profit record shows, it met 
this problem more successfully than 
any other prominent variety chain 
—a performance speaking well for 
the basic quality of the enterprise. 

There is no strictly comparable 
competitor against which to meas- 
ure the excellent performance of the 
J. C. Penney chain of 1,523 stores, 
specializing in moderate priced ap- 
parel. Sales for the latest full year 
were 31% higher than in 1929 and 
profits more than 33% higher. 
Other chains in some instances have 
done as well or better with re- 
spect to volume, but very few 
merchandising enterprises have 
matched Penney in ability to main- 
tain favorable profit margin on en- 
larged business. 

Partly chain systems and partly 
mail order houses, Sears, Roebuck 
and Montgomery Ward can be com- 
pared only with each other. Each 
has felt the weight of rising taxes 
and other operating costs in a con- 
stant battle to maintain satisfactory 
profit margins. Comparing last year’s 
sales and net with 1929, Ward’s 
percentage gains were substantially 
larger than those of Sears and Ward 
has made competitive gains in re- 
cent months, but more illuminating 
than this is the matter of profit mar- 
gins. The Sears margin in 1929 was 
74% and last year was 5.7%. The 
Ward margin was 5% in 1929 and 
4.6% last year. Both appear con- 
fronted, as profit margins show, 
with a long-run tendency toward di- 
minishing returns on substantially 
enlarged volume of business. For 
both, however, the potentialities for 
cyclical recovery in earnings are 
greater than in either grocery or va- 
riety chains and somewhat compar- 
able to characteristic cyclical swings 
of department store chains. The lat- 
ter in most instances operate a rela- 
tively small number of stores in 
large cities, and in any appraisal of 
them special chain store taxation is 
a negligible consideration. 

Even if discriminatory chain store 
taxation has passed its crest, it will 
be a sound guiding rule to hold to 
the assumption that those systems 
managing to fare best under pres- 
ent taxes will probably also fare best 
under future taxes whether discrimi- 
natory or not, whether lower or 
higher—and higher taxation is the 
strong probability. 
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COLUMBIA A 
GAS & ELECTRIC 
CORPORATION 


bal The Board of Directors has 
declared this day the following dividends: 


Cumulative 6% Preferred Stock, Series A 
No. 48, quarterly, $1.50 per share 


bas 
SYSTEM 
* 





Cumulative Preferred Stock, 5% Series 
No. 38, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 27, quarterly, $1.25 per share 
payable on November 15, 1938, to holders of 
record at close of business October 21, 1938. 
Howtanp H. Pett, Jr. 


October 6, 1938 Secretary 
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How to Reduce Your Income 
Tax Liability for 1938 





(Continued from page 15) 


amount of his possible income next 
year, and the extent to which he 
believes he is safe in carrying for- 
ward short term losses of this year 
as a possible offset against short 
term gains of next year. 

Obviously, the sale by Jones of 
100 shares of Steel has raised a lot 
of important questions to be an- 
swered. They cannot be answered 
on March 15. They must be an- 
swered now. To ignore them now 
may make a whale of a difference in 
Jones’ tax bill next March. 


Elements of Identification 


We see, therefore, the real signifi- 
cance and extreme importance of 
identification when it comes to de- 
livering stock certificates to satisfy 
security sales. But the need for 
identification does not necessarily 
mean that the exact certificates 
bought must be on hand for de- 
livery. Since the time of purchase, 
there may have been split-ups, stock 
dividends or exchanges of one sort 
or another, so that the certificates 
now on hand may be a long way 
from those originally owned. Nev- 
ertheless, if their identity can be 
traced back to the original pur- 
chases, that is enough to satisfy tax 
requirements. 

Even so, it is not always possible 
to make identification. Where that 
is the case, there is applied what is 
known as the rule of “first-in first- 
out.” This means that the first 
stock bought will be presumed to be 
the first stock sold. In our partic- 
ular case, that will mean that the 
1931 stock has been sold and a 
$3,500 long term capital loss has re- 
sulted. 

If that be the result which Jones 
wants anyway and if he should 
therefore take it for granted that by 
delivering any certificate, without 
attempt at identification, he will 
automatically get the benefit of the 
“first-in first-out” rule, he is again 
sadly mistaken. For some day, 
when his tax return is audited, he 
may be rudely awakened to the 
fact that the certificate delivered to 
satisfy the particular sale was in 


fact identifiable and when so iden- 
tified, produces a tax result perhaps 
exactly opposite from that sought 
by him. Unfortunately, when that 
occurs, rectification of this error will 


not be possible. Clearly, therefore, 
identification of stock delivered to 
cover a sale is of primary impor- 
tance, as is also the need of making 
sure that identification is really im- 
possible if one is to rely on the 
“first-in first-out” rule. 


Margin Stock 


Where stock is kept with a broker 
who may have hypothecated it for 
a loan, and where the broker or the 
loaning bank has intermingled the 
stock with other stock, so that ac- 
tual identification is not possible, 
it has been held to be sufficient 
identification if Jones instructs his 
broker, in writing, to deliver the 
stock bought for him on a specific 
date. After such instructions and 
designation by Jones, any stock 
which the broker delivers will be 
considered as identified stock. 

If Jones has at any time sold 
“short” a given stock and his short 
position is still open but he now 
seeks to cover by delivering some of 
his “long” stock, the gain or loss on 
the short sale will be determined by 
the cost of the stock delivered. In 
fact, the tax consequences will be 
exactly the same as if a sale were 
made of the “long” stock on the day 
that it is delivered to cover the short 
position. 


Corporate Transactions 


If it were the Jones Corporation 
that we have been talking about in- 
stead of Jones personally, the re- 
quirements as_ to _ identification 
would be exactly the same. How- 
ever, the amounts of gain or loss to 
be recognized for tax purposes might 
be entirely different. To a corpora- 
tion, all capital gains and losses are 
alike. The classifications with re- 
gard to long term and short term 
gains and losses do not apply as in 
the case of an individual. All gains 
resulting from the sale of capital 
assets are taxed alike and at regular 
corporate rates. Capital losses are 
offsettable only against capital 
gains. If losses exceed gains, they 
are deductible from ordinary income 
only up to $2,000. The excess loss 
thus disallowed cannot be carried 
forward into the following year. 








The Stockholder's Guide 





(Continued from page 29) 


Thus, American Radiator has re- 
covered only 46% of its total bear 
market decline or less than the in- 
dustrial average; while Crane has 
made up 62% of its total decline. 
Here market action confirms inde- 
pendent judgment that as between 
these two somewhat similar enter- 
prises Crane is the better choice. In 
the building group, however, the 
outstanding performers have been 
Holland Furnace, with recovery of 
about 99% of its total bear market 
decline; and Masonite, with recovery 
of 76%. These two are sound enter- 
prises of relatively small capitaliza- 
tion, each showing marked gains in 
competitive status. For speculative 
appreciation they appear to be 
among the most attractive in the 
group. There is no real basis for 
conservative investment in any 
stock in this group, since all are sub- 
ject to wide swings in earnings and 
dividends; but in over-all quality 
United States Gypsum and Johns- 
Manville are the leaders. To date 
the market action of Gypsum has 
been definitely superior to that of 
Johns-Manville, the stock having re- 
covered 70% of its total bear mar- 
ket shrinkage against only 52% for 
Johns-Manville. It is to be doubted 
that this relationship will continue. 
Management of each company is 
top-rank, but Johns-Manville has 
the greater product diversification. 
The stock will probably pass Gyp- 
sum in time, as it did in the last 
recovery when its bull market high 
was 155 against 137 for Gypsum. 

On the basis of recent and current 
market action, the most promising 
issue among the leading motor ac- 
cessories is Electric Auto-Lite, with 
Borg Warner and Bendix not far be- 
hind. In ratio to 1937 highs, Briggs 
thus far has lagged behind these 
three. 

The standout market performers 
in the chemical group are Monsanto 
and Dow, the former having made 
up about 85% of its total bear mar- 
ket decline, the latter 76%. A simi- 
lar method of comparison ranks 
du Pont, Union Carbide, Mathieson 
Alkali and American Cyanamid next 
in the order named. 

As with the coppers, variations in 
individual market performance of 
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the steel stocks thus far in the re- 
covery must be interpreted with 
considerable discretion. In ratio to 
1937 highs, Inland and National 
have had the largest percentage 
recoveries, with Republic having the 
least and United States Steel, Beth- 
lehem, Jones & Laughlin and Amer- 
ican Rolling Mill midway in the 
parade. Given a sustained economic 
recovery, United States Steel will 
lead the group, as nearly always in 
the past. 





Business Outlook After 
January 





(Continued from page 11 
pag 


the following June; while in 1936 
the gain from September to Decem- 
her was 12 points, with the first 
quarter of 1937 failing to equal, in 
any month, the December index 
number. It is possible that this 
sequence has something to do with 
faulty statistical allowance for 
changed seasonal trends in motor 
production, exaggerating fourth 
quarter rise in composite business 
indexes and making the first quar- 
ter picture look a bit less bright 
than it actually is. Nevertheless, 
the Reserve Board index is the most 
widely used mirror of business ac- 
tivity and if it should inform us next 
spring that March business activity 
was not any better than that of De- 
cember, few business men would 
dispute it. 

Meanwhile, bank credit inflation 
is gathering speed, with rise in bank 
investments the dynamic factor pre- 
cisely as was the case in the first 
New Deal recovery. So far as bank 
loans are concerned, we seem to 
have a stabilized situation in that 
loan deflation apparently ended in 
July but has not been followed by 
any significant increase. Total in- 
vestments of reporting member 
banks, however, are now $949,000,- 
000 above the low point reached in 
October-November, 1937. The low 
in adjusted demand deposits of 
member banks was established in 
March, since when there has been 
an expansion of $1,036,000,000. 

There is more barometric signifi- 
cance in the credit trend sketched 
here than in anything currently 
visible in the industrial trends. A 
major bank credit expansion will in- 
evitably be followed by a major 
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business expansion, but it must be 
emphasized that there is apparently 
nothing automatic in the relation- 
ship so far as timing is concerned. 
Illustrating this point, the Reserve 
Board’s adjusted production index 
reached 100 in July, 1933, and did 
not top that figure until December, 
1935, or considerably more than two 


years later; although during the 
interval investments of reporting 


member banks had increased by the 
enormous figure of $4,133,000,000. 
We have an idea that the lag be- 
tween cause and effect in the present 
cycle is unlikely to be nearly so 
great, but nevertheless the recent 
and continuing rise in bank invest- 
ments and deposits cannot confi- 
dently be taken as forecasting a 
major business expansion during the 
forepart of next year. 

So far as industrial trends are 
concerned, the longer outlook de- 
pends very importantly upon de- 
mand for automobiles and continued 
advance in the volume of construc- 
tion. Payrolls and total national 
income are rising and it appears im- 
probable that public purchasing 
power during the next six months 
will be curtailed by rising prices for 
finished goods. Prices on the 1939 
‘ars are lower and customer appeal 
has otherwise been somewhat in- 
creased. It appears likely that 
motor business in the forepart of 
1939 will be relatively good. The 
present gradual upward trend in 
private residential construction and 
in publicly financed projects should 
continue, with the 1939 outlook for 
private non-residential building too 
obscure for any rational forecast. 

The one industry in which sig- 
nificant variations in volume seem 
consistently to run ahead of the gen- 
eral industrial trend—thereby con- 
stituting a business forecast—is ma- 
chine tools. The notably sharp rise 
in machine tool orders from June 
through August was highly encour- 
aging, but it remains to be seen 
whether the minor dip in this index 
during September was temporary. 
Moreover, the index is not as useful 
as formerly for the reason that for- 
eign and domestic orders are now 
combined. 

Two calendar dates have a strong 
psychological appeal. Labor Day is 
one. It is natural to look hopefully 
for autumn business gains “after 
Labor Day.” January 1 is another 
such date. We all look toward 
new year with hopeful eyes. Some- 
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times the autumn rise comes before 
Labor Day. Sometimes the promise 
of the first quarter of a new year 
has been realized in the last quarter 
of the old year. If there is a notably 
pronounced business spurt between 
now and December, it will be pru- 
dent to modify hopes as to what the 
early months of 1939 will bring. 
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Brighten 
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year were twelve and one-half mil- 
lion dollars lower than a year ago 
at $39,356,000, the failure, for in- 
stance, of the new automobile mod- 
els to reach a respectable volume of 
sales would mean another setback 
and probably a deficit for the last 
half of 1938. Barring a complete 
reversal of the trend now visible, 
however, Goodrich’s original equip- 
ment tires should soon resume their 
contributions to the profit column, 
and sales in the industrial division 
should also gain extensively. Small 
increases in tire prices now taking 
place also speak well for profit 
margins. 

The company’s current position as 
shown by the June 30th balance 
sheet was comfortable. Current as- 
sets of $73,485,000 were composed 
of $9,000,000 in cash, $25,000,000 in 
accounts and notes receivable, and 
$59,000,000 in inventories, all stated 
here in round figures. Current lia- 
bilities of $12,614,000 left net work- 
ing capital of $60,871,000 which, al- 
though below the figure at the end 
of 1937 was higher than that shown 
at the end of 1929. Funded debt at 
just over $45,000,000 is steadily be- 
ing reduced by the sinking fund on 
the first mortgage bonds due in 
1956, with no maturities earlier 
than 1945. Dividends on the 412,- 
031 shares of $5 cumulative pre- 
ferred stock are in arrears since the 
payment due in June of this year 
was omitted. The omission of four 
quarterly dividends of $1.25 per 
share on this stock would transfer 
voting power and control of the 
company temporarily to the pre- 
ferred stockholders, but a resump- 
tion of dividends before the middle 
of next year seems highly probable. 

Common stockholders received 
dividends of $1 per share both in 


1936 and 1937, but they cannot ex- 
pect further payments at least until 
the accumulations on the preferred 
are out of the way and probably not 
until the company’s earning power 
is more or less completely restored. 
The moderate size of the com- 
mon stock capitalization—1,303,255 
shares—together with the leverage 
supplied by fixed charges and _pre- 
ferred dividends make the prospec- 
tive restoration of common earnings 
a relatively quick matter, once the 
corner is turned. Goodrich reported 
a loss of 95 cents per share on the 
common in the first half, but will un- 
doubtedly be in the black for the 
final six months. Selling at 25, half 
its high point of last year but far 
above its recent low, the common 
stock is dear on the basis of earning 
power of the immediate past, cheap 
in relation to the profits which 
would accrue to it during a period 
of general prosperity. As a rubber 
stock which has received less than 
its rightful share of attention in the 
summer rally it cannot be denied a 
place in a list of attractive specula- 
tions for the upward business cycle. 
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classifications are at 
the moment somewhat problem- 
atical. Truck installations, until 
some way has been found to further 
reduce the initial cost of diesel 
motors, will probably be limited to 
trucks having a high percentage of 
constant use, such as trucks en- 
gaged in long distance freight haul- 
age or fairly regular construction 
work. Legislation deliberately seek- 
ing to curb the use of diesel trucks 
has been enacted in many communi- 
ties. In others diesels have been 
singled out for special taxes. Diesel 
trucks permit important savings in 
fuel but such savings in order to off- 
set the higher initial cost must de- 
rive from almost continuous opera- 
tion. Diesel-electric buses have been 
used with considerable success in a 
number of communities and this field 
vill doubtless lend itself to further 
development. So far as passenger 
automobiles are concerned, there is 
nothing in the present prospect to 
indicate that gasoline motors will be 
supplanted by diesels for some time 
to come. 


automotive 


Looking ahead, say two or three 
years, it would appear that the most 
promising field for diesel growth is in 
stationary installations. General 
Motors is staking a lot of money on 
this prospect, and so are other lead- 
ing diesel manufacturers. With 
stationary diesels available in sizes 
ranging from 3 to 20,000 horsepower, 
this field offers by far the most ex- 
tensive range of potential installa- 
tions. Smaller type diesels may be 
adapted efficiently in the operation 
of small industrial plants, farms, irri- 
gation systems, refrigeration plants, 
air conditioning systems, garages, 
small machine shops and _ office 
buildings and apartments. Heavier 
installations in the industrial and 
utility fields as a prime source of 
power, but principally as an auxil- 
iary medium, and to furnish power 
for pumps, refrigerating, etc., are 
likely to show steady expansion. 

In considering the diesel industry 
as a field for investment, unlike 
many other young industries, the in- 
vestor is not faced with the probleia 
of guessing which company or com- 
panies will survive. Although there 
are some 70 companies manufactur- 
ing diesels in the United States, 
leadership is clearly vested with 
companies which have already made 
their mark in other field? and not 
wholly dependent upon their diesel 
activities. A number of these com- 
panies are listed below the graph 
accompanying this discussion. 





The Electric Auto-Lite Co. 
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of almost $1,400,000—a margin of 
more than 10%. Compare these re- 
sults with last year’s sales of $61,- 
000,000 and net income of $4,200,000 
—a margin of less than 7%. 

Thus, one may surmise that what 
happened was this: Electric Auto- 
Lite’s margin was sufficient to at- 
tract Ford with his enormous re- 
sources to the field. It was not, 
however, sufficient to attract Chrys- 
ler during years of depression and 
before the Plymouth was as popular 
as it is today. At the dame time 
Chrysler preferred to buy (so long 
as prices were reasonably close) from 
Electric Auto-Lite rather than from 
Delco-Remy because of the latter’s 
General Motors affiliation. Finally, 
it may be supposed that as Chrysler’s 
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stature grew, making it more likely 
that the company would encroach 
on Electric Auto-Lite’s field, the 
movement has been forestalled by 
the timely reduction of profit mar- 
gins still further. By the same token, 
as Electric Auto-Lite’s profit mar- 
gin declined, it has become a less 
attractive acquisition for Chrysler. 

Whether this is the end no one 
can say exactly. Certainly circum- 
stances have driven Electric Auto- 
Lite from the position which enabled 
it to make money in 1932 and 1933. 
Today, it will only make money in 
a reasonably good automobile year 
and more especially a reasonably 
good year for Chrysler. Fortunately 
current prospects are favorable to 
the automobile industry. Dealers’ 
stocks of both new and used cars are 
low, prices of the new models have 
been reduced and at the same time 
considerable additional value in styl- 
ing and performance has been built 
into them. These are all tangible 
factors which are justification 
enough for the optimism which is 
generally felt. Thus, we may ex- 
pect black figures from Electric 
Auto-Lite for the second half of the 
present year, while the outlook for 
next year, so far as one can see at 
the present time, is for further gains. 
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Formerly the gypsum division 
was one of the most volatile in the 
building equipment industry. Pro- 
ductive capacity was excessive and 
scattered among a_ considerable 
number of small producers, with the 
result that chaotic price wars were 
frequent and profits were often con- 
spicuous by their absence. In recent 
years, however, the gypsum indus- 
try has acquired an increasing mea- 
sure of stability, largely through the 
increasing concentration of produc- 
tive capacity in the hands of a few 
leading units. Three companies, of 
which National Gypsum is one, pro- 
duce 80 per cent of the gypsum. 
While, of course, there is no sugges- 
tion of monopoly in the manufacture 
of gypsum materials, the recurring 
threat of price weakness has been 
materially alleviated. 

Conducting its own research de- 
partment, National Gypsum has 
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pioneered numerous new develop- 
ments not only in gypsum materials, 
but other products which have since 
found increasingly wider markets. 
Last year the company perfected a 
new flat rib expanded lath and a new 
system of construction, known as 
the “floating wall” nail system, for 
which the company claims to be 
able to make walls virtually crack- 
proof. 

Although the past five years have 
witnessed the greatest increase in 
the company’s facilities and scope, 
at no time during this period has 
building activity attained a_ suffi- 
cient volume, or been sufficiently 
long sustained, to give the company 
scarcely more than a fleeting oppor- 
tunity to demonstrate its competi- 
tive strength and earning power. 
The year 1936, while the most profit- 
able in the company’s history, ac- 
tually may have given no more 
than a hint of potential earning 
power, with the benefit of a more 
extended upturn in building opera- 
tions. Net income in that year 
totaled $1,018,656, which compared 
with $532,463 in 1935. 

Last year, notwithstanding the 
fact that sales at $10,159,377 set a 
new peak, increased costs coupled 
with a somewhat lower margin of 
profit cut net income to $687,427. 
A sharp decline in sales in the final 
half of last year resulted in the com- 
pany barely breaking even in those 
months. Of total earnings available 
for the common stock in 1937, and 
which were equal to 33 cents a share, 
operations in the final six months 
contributed the equivalent of only 
3 cents a share. 

In the first half of the current 
vear, the company showed net profit 
of $395,503, comparing with $509,880 
in the corresponding months a year 
ago. Actually, however, the show- 
ing this year was better than is re- 
vealed by a comparison of the two 
igures. Profits this year were bet- 
ter than 12% of sales, as compared 
with 9.4% a year ago. This despite 
the fact that the average price of 
building materials during May and 
June this year were the lowest since 
1936. Since then the price structure 
has strengthened somewhat and fur- 
ther advances could doubtless be 
supported without difficulty, or im- 
peding the rising trend of building. 

Earlier this year National Gyp- 
sum sold $3,500,000 414% sinking 
fund debentures, utilizing the pro- 
ceeds to retire a $1,250,000 4% mort- 
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gage note; the redemption of $751,- 
900 6% bonds; and the payment of 
*100,000 in purchase money obliga- 
tions. Of the remaining balance, 
$900,000 was utilized for the con- 
struction and equipping of a new 
plant and $327,635 was added to 
working capital. Including these 
debentures, the company’s capitali- 
zation is made up of 35,056 shares 
of 7% first preferred stock, 57,534 
shares of $1 second preferred and 
1,234,458 shares of common stock. 
At the end of last June, current 
assets, including cash items of more 
than $2,000,000, amounted to $5.- 
696,345, while current liabilities were 
less than $700,000. 


Although the company’s capital 
structure could be improved through 
simplification, in its present form it 
has the effect of giving the common 
stock a distinct leverage factor. 
This leverage has the effect, in a 
prospective period of rising sales 
and earnings, of permitting the com- 
mon stock to record substantial 
percentage gains in per-share earn- 
ings. From a strictly speculative 
standpoint this, of course, is a de- 
sirable feature. Recently selling 


around 15, the common stock has 
recovered considerable ground since 
the low of 4% earlier this year. 


Moreover, it does not appear to be 
particularly undervalued in relation 
to probable earnings this year of 
around 50 cents a share. If, on the 
other hand, as it generally hoped, 
the building industry is headed for 
a period of sustained recovery, the 
shares of National Gypsum have the 
industrial background of a poten- 
tially profitable speculation upon 
that event. 
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only finance a war by making 
loans in the United States. And how 
is she going to be able to pay a new 
loan when her reason for failure on 
the old war debts was that gold 
could not possibly be transferred 
and that payments could only be 
made in goods or services? Certainly 
that would be as true tomorrow as 
it was yesterday. Besides, it is well 
known that the reactionary, con- 
servative group in power, repre- 
sented by Chamberlain, is anti- 


American and pro Nazi. The battle 
between the dollar and the pound 
for supremacy in world markets is 
in a large measure responsible for 
this situation. It is also one of the 
reasons why the Trade Agreement 
between England and the United 
States has hung fire so long. 

Therefore, the matters to which 
we in the United States have to ad- 
dress ourselves in this world crisis, 
are Hitler’s ambitions of world con- 
quest. To hesitate is to be lost. We 
must rapidly marshall our resources 
to defend ourselves against Nazi 
penetration and aggression which 
has already begun in South America 
and which is also making headway 
on the North American continent. 
Our stores of raw materials, gold 
and broad consumption markets 
represent a prize worthy of the gods 
—and these adventurers in Europe 
look at us with their tongues hang- 
ing out. 

There are three things we must 
do—and they must be done simul- 
taneously: 1—We must unite the 
Americas under the Monroe Doc- 
trine. 2—We must prevent minority 
groups from gaining political power 
and influence in our country. Hav- 
ing observed the lessons in the 
bloodless psychological wars fought 
abroad, we must take the measures 
necessary to nullify such attempts to 
cause political disturbances of this 
insidious type in our country. 3— 
Finally, we must arm to the teeth 
if we wish to preserve our country 
—our liberties—and keep alive in the 
world the spark of civilization which 
the brute force of Nazism is endeav- 
oring to destroy. 
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tiana Securities Co. may well be in- 
teresting. The principal asset of 
this company is du Pont common, in 
addition to which there are minor 
interests in General Motors and 
other securities. Christiana sells on 
the over-the-counter market for 
about $2,100 a share and, although 
this may appear high, there are 
securities to the value of roughly 
$2,700 behind it. As has been said, 
about the only thing lost in buying 
du Pont through Christiana Securi- 
ties is a somewhat impaired market- 
ability. 





STATEMENT OF THE OWNER. 

SHIP, MANAGEMENT, CIRCULA- 

TION, ETC., REQUIRED BY 

THE ACTS OF CONGRESS OF 

AUGUST 24, 1912, AND MARCH 
3, 1933 


Of THE MAGAZINE OF WALL STREET and BUSINESS 
AnaLyst, published bi-weekly at New York, N. Y., 
for Oct. 1, 1938. 


County of New York) gg, 
State of New York 3§ me 


Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
E. Kenneth Burger, who, having been duly sworn 
according to law, deposes and says that he is 
the Managing Editor of THE MAGazINE OF WALL 
STREET and business AnaLysT and that the fol- 
lowing is, to the best of his knowledge and belief, 
a true statement of the ownership, management 
(and if a daily paper, the circulation), etc., of 
the aforesaid publication for the date shown in 
the above caption, required by the Act of August 
24, 1912, as amended by the Act of March 3, 
1933, embodied in section 537, Postal Laws and 
Regulations, printed on the reverse of this form, 
to wit: 

1. That the names and addresses of the pub- 
lisher, editor, and business managers are: 


Publisher—C. G. Wyckoff, 90 Broad Street, 
New York, N. Y. 


I-ditor— None. 


Managing Editor—E. Kenneth Burger, 90 Broad 
Street, New York, N. Y. 


Business Managers—None. 


2. That the owner is: (If owned by a cor- 
poration, its name and address must be stated 
and also immediately thereunder the names and 
addresses of stockholders owning or holding one 
per cent or more of total amount of stock. If not 
owned by a corporation, the names and addresses 
of the individual owners must be given. If owned 
by a firm, company, or other unincorporated con- 
cern, its name and address, as well as those of 
each individual member, must be given.) 


Ticker Publishing Company, Inc., 90 Broad 
Street, New York, N. Y. 


C. G. Wyckoff, Inc. (Stockholder), 7 West 
10th St., Wilmington, Del., the stockholders_ of 
which are: C. G. Wyckoff, 90 Broad St., New 
York, N. Y. 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 
per cent or more of total amount of bonds, mort- 
gages, or other securities are: (If there are none, 
so state.) 


Cecelia G. Wyckoff (bondholder), 90 Broad 
Street, New York, N. Y. 


C. G. Wyckoff, Inc. (bondholder), 7 West 
10th Street, Wilmington, Del., the stockholders of 
which are: C. G. Wyckoff, 90 Broad St., New 

. 


ork, 


4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and security 
holders, if any, contain not only the list of 
stockholders and security holders as they appear 
upon the books of the company but also, in 
cases where the stockholder or security holder 
appears upon the books of the company as trustee 
or in any other fiduciary relation, the name of 
the person or corporation for whom such trustee 
is acting, is given; also that the said two para- 
graphs contain statements embracing affiant’s full 
knowledge and belief as to the circumstances and 
conditions under which stockholders and_ security § 
holders who do not appear upon the books of 
the company as trustees, hold stock and securities 
in a capacity other than that of a bona fide 
owner; and this affiant has no reason to believe 
that any other person, association, or corporation 
has any interest direct or indirect in the said 
stock, bonds, or other securities than as so stated 
by him. 

5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers 
during the twelve months preceding the date 
shown above is—(This information is required 
from daily publications only.) 


E. KENNETH BURGER 
Managing Editor 
Sworn to and subscribed before me this 27th 
day of September, 1938. 
[Seal] RALPH J. SCHOONMAKER 
Notary Public, Westchester County 
(My commission expires March 30th, 1939.) 





58 When doing business with our advertisers kindly mentionTHE MAGAZINE OF WALL STREET 





BUSINESS 
k, N.Y; 


for the 
appeared 


at he is 
OF WALL 
the fol- 
d belief, 
nagement 
etc., of 
shown in 
f August 
arch 3, 
aws and 
nis form, 


the pub- 


Street, 


y a cor- 
ye stated 
mes and 
ding one 

If not 
ddresses 
If owned 
ated con- 
those of 


Broad 


7 West 
iiders of 
St., New 


rtgagees, 
olding 1 
Is, mort- 
ire none, 


Broad 


7 West 
olders of 


e, giving 
security 
list of 


rustee 
name of 
h trustee 
jo para- 
int’s full 
nces and 
security 
books of 
securities 


tributed, 
bseribers 
he date 
required 


GER 


tor 
his 27th 


AKER 
> County 


9.) 





